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4 LIBERAL THEORY OF CONSTRUCTIVE STATECRAFT 


Presidential address delivered at the Forty-sixth Annual Meeting 
of the American Economic Association, Philadelphia, 
Pennsylvania, December 27, 1933 


Classical and neo-classical economic theory is commonly associated 
with a form of liberalism that was more largely directed toward the 
repeal of old laws and regulations than to the constructive development 
of institutions to meet new social problems. In the past the chief empha- 
sis has been laid upon these destructive accomplishments of economic 
liberalism. It has therefore been easy to overlook the actual constructive 
accomplishments of the early nineteenth century, and many are dis- 
posed to believe that these positive achievements were inconsistent with 
the primary postulates of classical and neo-classical theory. It must 
be confessed that there is confusion of thought in the writings of the 
early nineteenth century economists; but a positive theory of construc- 
tive statecraft is implicit in the basic liberal concepts. The most charac- 
teristic features of classical theory lead directly toward a broad con- 
cept of the task of the state. 

Classical theory was based upon the concept of an orderly and ra- 
tional system of nature, and the concept of a contractual society. We 
need not concern ourselves here with the precise forms in which these 
concepts were held by the economists of the nineteenth century, because 
it is more important to direct our attention to the full content of these 
ideas than to the imperfect and incomplete formulations that have pre- 
vented liberal views from achieving their full development. 

The science and philosophy of the nineteenth century has greatly 
enlarged the scope of both of these fundamental concepts. The philoso- 
phy of nature has been profoundly changed by the development of the 
chemical and biological sciences and by the new achievements of as- 
tronomy. Bare mechanical categories of cause and effect have been sup- 
plemented by concepts of adaptation, and of reciprocal determination. 
Concepts of absolute laws of nature have been softened so that we now 
recognize that the scope of any particular generalization is conditioned 
by its place in some system of relations. We recognize, too, that no single 
system of relations exhausts all possible interests or interpretations. 

In like fashion our attitude toward social and economic institutions 
has been profoundly transformed since the publication of the Wealth 
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of Nations. The development of the concept of evolution has exerted jts 
most direct influence upon economics by placing institutions in a ney 
light. The older writers commonly refer to the “existing” institutions, 
or to the “existing” system of private property. The explicit descrip. 
tions of the institutional system were thus static, and rarely is there 
any positive recognition of historical process in the sense of continuoys 
change. Even the most devoted adherents of pure theory, today, recog. 
nize the fact of historical development and the essentially dynamic 
quality of the basic phenomena of economic life. We are all familiar 
with secular trends, cyclical movements, and incidental fluctuations and 
variations. These phenomena can now be distinguished explicitly even 
though full analysis is still incomplete. 

But although the basic postulates of theory have been restated jn 
much more sophisticated forms, they have not lost their identity. In 
fact, we might even say that we are only beginning to appreciate the 
full significance of the concepts of the early classical writers. The con- 
cept of social evol is deeply imbedded in their thought, despite 
certain infelicities of expression and despite their failure to follow out 
the implications of what was at the time a novel and unfamiliar idea. 
The utilitarian concepts of Bentham and John Stuart Mill express, in 
addition to many other things, a specific concept of social adaptation. 
Both Bentham and Mill achieved notable concepts of an historical proc- 
ess. They recognized that specific institutions may possess constructive 
social significance: tility—at a particular period which they may at 
a later time cease to possess because of social change. The utility of par- 
ticular institutions thus becomes a criterion for the legislator in con- 
sidering social policy; institutions which have lost their utility should 
be discontinued, t] which promise to be useful may be established 
or developed. Mill’s discussion of rights of property contains important 
historical implications, though historical facts are not stressed at any 
point. The entire d sion rests upon an explicit concept of historical 
development in which the state may play an active and constructive 
part. 

In other respects, too, the notion of historical process appears in the 
classical writing. The references to institutions are, indeed, couched in 
essentially static terms, but references are made to different moments in 
the process of social evolution. The process is always thought of as a 
whole, and this sense of unity was so strongly felt that the writers were 
not conscious of the dangers and ambiguities involved in neglecting to 
distinguish between the moments of reference. In discussing such an 
historical process there are three primary moments of reference that 
are especially useful in abstract analysis. We may refer to the process 
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refer to our own present, when much development has taken place, 
though many features of the entire system are incomplete and imperfect ; 
or, using our imagination, we may refer to the ultimate achievement of 
the full content of the process, when we presume that all the imper- 
fections and inadequacies have been overcome and the system stands 
forth in its full perfection. 

The assumption that economic generalizations were valid throughout 
the historical period rested upon the concept of the unity of the process 
of institutional development. The ultimate achievement was taken to be 
no more than an expression of relationships which exist at all times and 
places irrespective of the institutional devices required for their mani- 
festation. With such assumptions it was obviously a matter of indiffer- 
ence whether abstract analysis concerned itself with the bare relations 
implicit in social life or with their objective manifestation in a fully 
developed institutional system. One might discuss either the economic 
phenomena of primitive society or the operations of the perfected sys- 
tem of private property and contract which would ultimately emerge 
when the obsolete survivals of the feudal order had been entirely elimi- 
nated by liberal reform. 

This position had elements of logical significance. But there was little 
positive defense for the common presumption that the process as a whole 
could be thought of as the existing order. To assume that the given mo- 
ment could be identified with the ultimate end of the process, involved 
the tacit assumption that the process was already approximately com- 
plete, so that the developments of the future were really negligible. This 
isa dangerous assumption, but it is by no means an uncommon tendency 
of idealists. The imagination is not so severely taxed if it seems certain 
that the consummation of all hopes is awaiting “just around the corner.” 
The nineteenth century liberals were thinking in terms of a final achieve- 
ment of the free society in the immediate future. 

Underlying all these confused references to the history of institutions 
there was thus a positive concept of evolution that was truly remark- 
able. For most of these notions appeared before there was any syste- 
matic theory of social evolution. Accordingly, we are justified in feeling 
that the explicit development of the theory of social evolution is no more 
than a working out of ideas which were significantly present in the clas- 
sical writing. There is positive continuity of thought. 

The transition from the early form of liberal doctrine to the latter 
form involves only two new elements. We must recognize that we can- 
not refer indifferently to any particular moment in the process as if it 
stood for the whole. Although we may properly discuss the phenomena 
at any stage, and although our discussions will have some significance 
for the analysis of the process in its entirety, each of the various mo- 
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ments in the p1 be distinguished. We should always be clea; 
in our minds as ent of reference; whether it be the begin- 
ning, the end, or fic present. The need for this accuracy in state. 
ment scarcely boration. It is really no more than common 
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The second el lty involves a genuine development of doc. 


trine. It is impo. ygnize the insufficiency of a concept of social 
evolution that in ig more than the explicit manifestation of 
elements that are all nt at the beginning. The notion that the to- 
tality of relatio t at the outset has many logical attrac. 
tions, but the his onsequences are serious. If it be true that the 
end of the proces t at the beginning nothing really new actv- 
ally happens. Tin story would, in this case, merely display a 
sequence of event h follow each other by mechanical necessity. The 
difficulties involv . view have been extensively explored by 
Bergson and oth ilosophers ; and the earlier concept of proc- 
ess so brilliantly | by Hegel must be deemed unsatisfactory. 
We must adopt s f historical process that recognizes the 
accumulation of ts around a basic nucleus. The precise de- 
tail of the proces portant for the particular problem in hand, 
once it is acknow | ew things happen and that the movement 
of history is not il display of unconscious cosmic force. We 
must, however, fi ns of assimilating definitely new elements 
to the moving p1 : rwise life and history are no more than a 
rigidly prescribed pil; ige of grace. The concept of evolution implicit 
in the classical vas too thin to exhibit its most significant 
properties. The: ich mechanical necessity in its movement 
that it afforded t pe for the positive activities of either state 
or individual. T! iptation, but of a passive kind that was 
scarcely more th il response to the material or the social 
environment. Th ments even of individuals were commonly as- 
sumed to involve 1 scious choice than a narrow mathematical 
calculation of p1 ses. Once we recognize the reality of inno- 
vation over wide f vity, the significance of constructive activi- 
ties of both state : luals becomes strikingly clear. 

The acceptan | lutionary concept in any broad form re- 
quires us to assui | of the process of development is remote 
The present mom ye identified with the end of the process. We 
cannot assume th itions are approximately mature and ade- 
quate, so that th ons of social organization can be deemed 
negligible for pur] f theoretical analysis. It is essential that we 
should be keenly that the imperfections of adjustment are 
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them. Further, any given society will always find its institutional mecha- 
nisms inadequate and imperfect, because changing conditions create new 
needs and problems for which self-regulating mechanisms cannot instant- 
ly be created. Regulation is thus essential even in a society that tends 
to be self-regulating. 

Closely associated with this fact of imperfection in social organiza- 
tion is the problem of monopoly. Though generally recognized and ex- 
tensively discussed, monopoly was assumed to be a mere incidental in- 
trusion into a social system that was predominantly and naturally com- 
petitive. The older theory assumed monopoly to be foreign to the natural 
order of a contractual society, though both natural and legal monopo- 
lies were recognized. This position was in part justified by the older 
theoretical contention that monopoly price emerged only under condi- 
tions of substantially complete control of supply. All intermediate con- 
ditions between pure competition and pure monopoly were presumed to 
reveal an essentially competitive price structure. Recent developments 
in theoretical analysis have completely overthrown this view; and we 
must consequently recognize that important monopolistic powers emerge 
over an extensive range of cases of monopolistic competition. We are 
thus forced to recognize that society is not inherently competitive. The 
range of effective competition is much narrower than was long supposed, 
and doubtless we may say with truth that competition has never been 
effectively organized over the major part of trade and commerce. The 
regulation of monopoly is thus a much more important field of activity 
than the classical economists assumed it to be, and their own principles 
now require an extension of the activity of the state far beyond any 
limits that they would have supposed to be essential. 

The modern liberal thus believes that social evolution is a constructive 
process which involves active participation of both individuals and state. 
There is no guiding hand other than the collective wisdom of each gen- 
eration. By reason of persistent imperfection and maladjustment, the 
remedial activities of the state must needs be extensive; and, as monopoly 
is ever present over a wide field, vigorous regulation is essential to the 
protection of the welfare of the public. Modern liberalism thus presents 
an entirely new outlook on life, despite a certain continuity of thought 
that really reaches back to the sixteenth century philosophy of the 
Commonweal. 

The full significance of these extensions of the range of state activity 
will be more explicitly perceived if we turn to some contemporary prob- 
lems. Any development of national planning might seem to be wholly 
inconsistent with the basic concepts of liberalism. Planned or regulated 
production of certain basic mineral products can be urged by the lib- 
eral on two important counts: conservation of primary resources in the 
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and the regulation of the monopolistic 
rise in the large-scale enterprises based op 


tion the possibility of assimilating na- 
industries to the so-called “competitive” 
These doubts ignore many of the realities 
f the last forty years. National planning 
fields both in this country and in Ger- 
11 conditions in the iron and steel industry 
890, and forget for the moment all the so- 
Sherman law and the Supreme Court, it is 
of the industry have deliberately con- 
in the industry, the balance of facilities 
ry classes of products, and the approxi- 
n. We cannot legally admit that this is 
description of what has actually taken 
be little doubt of the essential wisdom 
little credit is due the industrialists and 
activities were brought within the law. 
vities of the cartels and large-scale in- 
d the nationalization of various indus- 
monstration of planning. In these fields 
illy involve any bureaucratic control of 
tion, but merely recognizes the presence 
mpetition. The normal sphere of direct 
is be the regulation of the monopolized 
ublic. 
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covered upon payment of certain dues to the government. In Cornwall, 
and in the lead mining area of the Mendip hills, surface owners had 
no exclusive rights to undiscovered minerals nor any right to prevent 
the search for minerals. Rights to the precious metals in England vested 
in the crown, and at a critical period in the sixteenth century coal 
barely escaped inclusion within the category of mines royal. The precise 
limits of rights of property are not very specifically defined. Limits 
vary in different jurisdictions and at various times. The redefinition of 
these limits constitutes one of the most interesting and significant aspects 
in the evolution of our modern contractual society. Recognition of the 
fact of social development necessarily commits the liberal to continuous 
redefinition of the rights of property. This important feature of public 
policy was clearly perceived by John Stuart Mill when he said “the 
institution of private property can be improved.” 

The uncertain future of the gold standard and the current dis- 
cussion of various forms of managed currencies raise issues which carry 
us more specifically beyond classical theory. The automatic gold stand- 
ard was intimately bound into the early liberal concept of a self-regulated 
society in which government control and interference were casual and 
exceptional. The modern analysis of credit would seem to involve a 
serious break with characteristic liberal concepts. It certainly involves 
a complete abandonment of a concept of social adjustment produced 
by individual acts and choices in which the specific personal interest 
is the sole basis of the judgment or choice. Each individual by follow- 
ing his own interests was presumed to promote the achievement of a 
general social welfare that was never consciously considered by any- 
one, whether individual or government official. This view was vividly 
expressed in respect of banking policy. The function of the bank was 
reduced to the task of supplying the credit demanded by the trader; 
and, though it was recognized that only “legitimate” demands must 
be granted, this qualification meant merely that only bona fide com- 
mercial paper based on actual goods might safely be discounted. The 
banker was thus merely the passive servant of the trader. Under these 
circumstances, the government need merely insist upon the maintenance 
of the convertibility of credit into gold, by preventing imprudent issue 
of notes or imprudent neglect of reserves. 

None of the outstanding modern analyses of credit accept such a pas- 
sive concept of banking policy. It is pretty generally recognized that 
banking involves not only serving the trader but in a measure directing 
the general course of his activities. Management of the currency is an 
inescapable necessity. The present problem is to discover the true objec- 
tives of currency management, and to discover appropriate means of 
credit control. 

The enlarged concepts of the system of nature bring new elements 
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to the descripti , ysis of the processes of economic and social 
adjustment; bu inges affect details rather than essentials. The 
early identificat ralism with the doctrine of non-interference 
was due to a mis of the process of adaptation. The restatemen} 
of liberal doct1 is a correction of an unfortunate error; 
necessary enlarg f the concepts of nature and social process. 
We must recog both individual and social adjustment is the 
result of conscious effort. Although we can reconcile the achievement 
of individual ends welfare of society as a whole, it does not 
follow that gene can be achieved without positive thought and 
effort, as a met consequence of the enlightened selfishness of 
individuals. It is er possible to accept any concept of a mechanical 
self-regulating s it excludes the state as an agency of change, 
The state must 1 be an active participant in social process. 

The recogniti: h extensive fields for the activity of the state 
may seem to dest | distinction between liberalism and various forms 
of nationalism a licalism. Important differences still remain, both 
in principle and The liberal concept of the function of the 
state and of soci ; realistic. Statecraft is treated as a process 
of adjustment ptation. The only aim is the achievement at 
each moment of 1 itest measure of social welfare, national and 
international. 

Other concepts raft are frankly idealistic. The nationalist 
sees only the na ite as an end of social and economic policy. 
The socialist s¢ rm of socialist state. The radical pursues 
various ideals a¢ his lights. None of these systems of state- 
craft sufficiently the limitations imposed upon our conscious 
action by object tance. All these systems of thought assume 
that society can conform to some abstract ideal. The states- 
man is presumed to accomplish his will. Since the days of 
Jean Bodin lib steadfastly opposed this concept of social 
process. They h ed to demonstrate the ways in which the 
development of s | social organization are modified by external 
circumstance. T! endeavored to analyze historical process and 
economic phenon it by the cunning of reason the laws of natur 
may be made a 1 ir social ends. But we conquer nature only 
through the und s of her ways. Social development is not « 
demonstration o iperiority of the mind over matter: conscious 
activity is itself t of the system of nature. 

The enlargem concepts of historical process and of the 
system of natu modify in any essential respect the general 
issues between th nd the idealists. The analysis of the localiza- 


tion of industry m liberal principles affords no grounds for 
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presuming the antagonisms of economic interest that are assumed by the 
nationalists. Nor is there any basis for the assumption that the primary 
features of the territorial division of labor can be significantly modified 
or controlled by protective tariffs. At the most, tariff measures can 
soften the shocks produced by technological changes. These effects are 
certainly not negligible, but they do not play the dominant part in eco- 
nomic development presumed by the nationalists. 

The hope of the socialist that poverty can and will be abolished seems 
to the modern liberal merely an ungrounded act of faith; significant as 
a motive for reforms, but incapable of realization. The objective limita- 
tions to the satisfaction of our wants rest upon costs rather than 
upon absolute scarcity. Former ages seldom experienced an absolute lack 
of necessities: in the world as a whole there was bitter want in particular 
localities, because the commodities needed were available only in a rela- 
tively distant region. Technological improvement changes the incidence 
of scarcity and of cost, but it affords no guarantee that all the requisite 
commodities can be placed in the hands of all consumers under con- 
ditions of cost compatible with the functioning of society. Scarcity has 
always been relative: and in this sense it remains a permanent economic 
problem. Cost must needs appear in any form of society, even though 
the rules of allocation are changed. The fact that some of the costs of 
the Soviet electric plant on the Dnieper were not borne by the industry 
itself, does not mean that they do not exist as a factor in the budget 
of the state and in the supply of consumer goods available to the people. 

It is doubtless within the power of society to relieve the more extreme 
forms of destitution, but there are positive limits to actual accomplish- 
ment. The Webbs and others have shown that destitution is essentially 
a phase of maladjustment. This is in part due to social deficiencies, 
but in part due to the failure of the individual to meet the requirements 
of his environment. Remedial measures can be applied to most of these 
problems, but, even if there were no resistance to the application of the 
broadest measures for social control, the actual achievement would be 
partial and inadequate. Maladjustment is by nature a continuing prob- 
lem. We can only work toward mitigation of the severity of its con- 
sequences and toward the reduction of the time required to make new 
adjustments. 

These qualifications will doubtless seem very unsatisfactory to the 
idealists; but much of our recent experience should remind us that 
ideals have a price—possibly too great a price. The severest shocks 
of the past generation have been due in no small measure to illusions 
born of our ideals. The war developed during a period in which many 
supposed that the new achievements of science and culture would make 
war impossible. The war fought to end war produced a peace which 
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seems likely to Then, in the years of post-war recovery, 
we were told th v omics had eliminated the business cycle; 
and many believ W aa ts of the millenium. We have suffered 
many disillusior | made many mistakes because we have suc. 
cumbed to the s T oo frequently ideals misdirect the action 
they inspire. It i then that the realism of the modern liberal 
ean contribute 1 e discussion of current problems and exert a 
wholesome influ ontemporary social policy. Though it may 
arouse less enth g the masses, it is a safer guide for party 
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ECONOMICS AND THE NATIONAL RECOVERY 
ADMINISTRATION 


The N.R.A. went into effect at the peak of a revival containing speculative ele- 
ments bound to lead to a recession, which has since come. The work-sharing pro- 
gram has succeeded in increasing employment and payrolls during the setback of 
general business, while retail buying has been correspondingly sustained. 

The Act is criticized as sacrificing a revival in the field of capital equipment to 
sustain demand for consumers’ goods. However, the Securities act and monetary un- 
certainty contain more unmistakable handicaps; and the removal of obstacles in 
these fields may be sufficient. As to the N.R.A., danger lies not only in the raising 
of industrial costs, but in the measures taken to compensate by protecting profits. 

Surplus labor will not soon disappear even with revival; the development of the 
domestic market will not automatically keep pace with increasing productive power; 
hence there is continuing need to deal with these problems and to attempt to base 
recovery more on diffused consumer purchasing power and less on an inherently 
temporary boom in capital equipment. 

‘The organization of the N.R.A., viewed as a social constitution for industry, is 
only a step, though in line with what is probably an inevitable development. 


It is undoubtedly too early (December, 1933) to assess the specific 
results of the National Industrial Recovery act and to determine pre- 
cisely where it succeeded and where it failed, where its purposes were 
maintained consistently and where they were perverted by the force of 
special interests, evaded or turned into sheer waste motion by meaningless 
formal compliance. The Act is hailed as a means of recovery and con- 
demned as a fatal handicap. It is variously described as the long-needed 
introduction of guiding purpose into our economic system, or as one more 
example of muddling through with a jumble of ill-assorted and pos- 
sibly conflicting objectives brought together under no clearer master- 
rule than that of expediency. It is disparaged as a temporary expedient 
which cannot pass away too quickly, and pointed to as an enduring 
achievement on which history will look back as the formative stage in 
the revolution which introduced a social constitution into industry. As 
to this last, naturally, we must wait for history to give the verdict. 

After nearly four years of depression, there was increasing doubt 
whether the “natural forces of recovery” were competent to restore 
prosperity, and increasing skepticism of the soundness of any prosperity 
which might be restored in this way. Purchasers’ reserves seemed ex- 
hausted, removing one possible source of an initial upward impulse. 
Conservative economists were disposed to admit that this was far more 
than merely an unusually severe depression of the customary type; 
while others less conservative were announcing the signal of the final 
break-up of the capitalist system, not immediately, but after a few more 
depressions of increasingly catastrophic character. There was plenty 
of reason for thinking, not simply in terms of immediate recovery, but 
of a type of recovery which would not be merely one more step toward 
final dissolution. And from this standpoint there was reason for distrust- 
ing the customary business processes of revival. 
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had reached its climax. Thus the Act was not imposed on a completely 
prostrate industrial system, nor was it the sole reliance for initiating 
recovery. However judgments may differ as to its effect, a sound ap- 
praisal must keep these facts in mind. 

Needless to say, the Act did not stand alone, but was part of an 
extraordinarily wide-reaching program. It included monetary deprecia- 
tion, banking reconstruction, relief for borrowers, farm credit reorgani- 
zation, more stringent control of the issue of securities, subsidized re- 
striction of crop acreage, transportation codrdination, reorganization 
of the budget and other measures. 

In the midst of these various activities comes the National Industrial 
Recovery act, consisting of two grand divisions: One is a program for 
the spending of three billion three hundred million dollars for public 
works; and to this program the machinery of the Civil Works Ad- 
ministration has recently been added. The other is a novel program for 
industrial control. 

The basic structural feature is the setting up in each industry and 
trade of representative organizations which are taken into partnership 
with the government in carrying out the purposes of the act. They are 
to adopt codes subject to public approval, while the President has the 
power to prescribe a code if no acceptable one has been formed by 
the industry itself. A temporary reémployment agreement or “blanket 
code” was drawn up, to which employers were urged to subscribe pending 
the formation of codes for their specific industries. A basic requirement 
for the codes was a provision protecting the right of collective bargain- 
ing and ferbidding coercion in favor of company unions, but not other- 
wise taking sides in this issue or making collective bargaining compulsory. 

Under this scheme a massive structure of boards has been set up, 
including code authorities, advisory boards for industry, labor and con- 
sumers, compliance boards and labor boards. Employers complying with 
the Act are granted the use of the device of the “blue eagle”; and 
purchasers are urged to trade with those displaying this device. 

The main objectives sought by the use of this machinery are: 

(1) Work-sharing is brought about by limitations on the number of 
hours in the standard working week. This is done under provisions aiming 
to force the employer to take on additional workers, in sales or service 
employments where total hours of service might be shortened or the 
desired result otherwise circumvented. For instance, in the “blanket 
code,” hours for clerical and sales forces are limited to 40 per week, 
while hours of operation for the store or service itself must not be 
reduced below 52. The general retail code allows longer working hours 
if hours of operation are above the minimum, but maintains the principle 
of a spread of at least 12 hours per week between hours of store opera- 
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we come to grips with the question: what ends is the Act calculated to 
promote in its actual operation—what results are likely to follow from 
it? 

According to the statement of the purposes of the Act given in Title 
I. Section 1, it aims: 

To remove obstructions to the free flow of interstate and foreign com- 
merce which tend to diminish the amount thereof; and to provide for the 
general welfare by promoting the organization of industry for the purpose 
of codperative action among trade groups to eliminate unfair competitive 
practices, to promote the fullest possible utilization of the present produc- 
tive capacity of industries, to avoid undue restrictions of production (except 
as may be temporarily required), to increase the consumption of industrial 
and agricultural products by increasing purchasing power, to reduce and re- 
lieve unemployment, to improve standards of labor, and otherwise to re- 
habilitate industry and to conserve natural resources. 

Thus the Act is presented as, in the main, an instrument of recovery 
from the immediate depression, but with certain general purposes which 
may go beyond this immediate need. In signing the Act, President Roose- 
velt stated: “Industry has long insisted that, given the right to act in 
unison, it could do much for the general good which has hitherto been 
unlawful. From today it has that right.”* The Act thus includes an 
organization which may be allowed to prove by trial and error what 
specific purposes it can serve and what results, desirable or otherwise, 
it is calculated to bring about. To that extent the purposes of the Act 
cannot be judged in advance of actual results. 

For purposes of analysis, the possible objectives of the Act can prob- 
ably best be classified as follows: 

(1) Relief, in the broad sense of applying the existing national divi- 
dend, or national volume of production, to cover the needs of the other- 
wise destitute through some kind of sharing between those who have 
sources of income and those who do not. Construed in this way, the 
program of shorter hours and work-sharing comes under the head of 
relief; and it is difficult to see what other purpose it clearly subserves. 

(2) Immediate recovery: the increase in the volume of production 
and general business activity. 

(8) More enduring stability in production, business activity, em- 
ployment and economic conditions in general. This carries the highly 
desirable and important purpose of attempting to insure by some means 
that any recovery that may come about shall be of a more stable sort 
than previous periods of “prosperity” which have ended in further 
depressions, and have apparently done so for reasons rooted in the 
character and type of “prosperity” which they represented. This pur- 
pose falls naturally into two parts: immediate policies bearing on the 

* Quoted in Beard and Smith, The Future Comes, p. 145. 
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character of th: | revival, so far as that character may go to 
determine how ind enduring it is likely to be; and the setting 
up of instrument the testing of policies which may later be used 
to control the re r it has developed further. 

(4) Genera ble objectives which have no necessary or vital 
connection with tl ntrol of booms and depressions, improvements jn 
social welfare or i tive conditions, or the setting up of machinery 


through which ovements may be brought about in the future, 


These purpos ll legitimate and even necessary; but to weld 


them together in program is not a simple and easy task. The main 
criticism now di rainst the Act is to the effect that measures 
pertinent only t ends and general social reforms have been 
allowed to get Ly of the immediate requirements of recovery, 
until this primary tive is in danger of being seriously handicapped 
if not entirely d |. The attack is centered on the cost-increasing 
features of the Act | their effect on the course of business revival. 

On its face t )f events points toward a simple conclusion. 
There was a st vival. It turned into a heavy setback about the 
time the codes |} ng into effect. Thereafter numbers of workers 
employed and t lls continued to increase, while volume of pro- 
duction declined. § g is not as we should wish it to be, and 
circumstantial evid ints to the N.R.A. codes as being better mea- 
sures of relief | f revival. Being duly cautious about accepting 
circumstantial « t us examine the course of events a little more 
in detail. 

The revival i | States was part of a world-wide movement 
affecting both ion and prices. The Federal Reserve Board’s 
index of industria tion—an index of a sensitive type—shows a 
revival dating f low point reached in July, 1982, when the 
index stood at 52.8 ent of normal. After holding a rise of about 
eight points for tl t four months of 1982, there was a decline culmi- 
nating in Marcl 133 | presumably due to the banking crisis. After 
dropping to 54.6 in M , the index rose to 61 in April and continued 
steadily upward t reached 91 in July. Then began a decline which 
was slightly less than the rise, and which appears to have been 
checked after a | bout half the ground gained. Both the advance 
and the decline narked in such basic industries as steel and 
lumber, while g nsumers’ goods and retail trade were not 80 
strongly affected. O decline, retail trade has apparently held up 
well, and even in | recently in regions in which wages had previously 
been especially | here the code rates represented larger increases 
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1984] National Recovery Administration 17 
show in the index of industrial production, but naturally with some 
differences. Both the first revival of production from the low of July, 
1932, and the second from the low of March, 1938, were preceded by 
upward turns in wholesale prices. The low point of wholesale prices 
for the whole depression came in February, 1938, but the sharp rise 
did not begin until April and lasted until July, tapering off in August 
and September (when industrial production was already declining) and 
then coming to a standstill. 

The crucial months for judging the effects of the N.R.A. codes are 
July, August and September. The first code approved was in the cotton 
textiles industry, which had already been working in a similar direction 


} and was therefore prepared. This code was approved July 9, going into 


effect July 17. The bulk of the codes went into effect in August and 
September. But the explanation that the codes were responsible for 
the whole reversal of a rapid recovery is too simple. 

As to prices, one must remember that in late July and especially in 
early August the dollar temporarily ceased to fall on the foreign ex- 
changes and began to rise. Thus the force of foreign-exchange deprecia- 
tion was entirely removed, and it was natural enough that the rise in 
domestic prices changed from a gallop to a crawl, and that the group 
of raw products of American farms actually declined. 

As to industrial production, it has already been pointed out that 
the extremely rapid rise was in itself suspicious and pointed to temporary 
and speculative causes at work. Recoveries from such long prostration 
do not happen in that way. It far outdid the remarkable quick rebound 
from the sharp but short depression of 1921; and in 1938 this was too 
good to be true. In fact, several special features probably contributed 
to bring it about. The recovery which was already under way had been 
checked by the banking crisis culminating in March; but consumers still 
got goods; and when regular financing was restored, there were inven- 
tories to be replenished and back production to be made up. Before 
this impulse was exhausted, monetary depreciation was doing its work, 
and materials were being bought in anticipation of future increases in 
prices, which had been well-nigh promised by the announced govern- 
ment policy. Seldom do speculators have anything so nearly approach- 
ing a guarantee! To this impulse was added the effort of some producers 
to build up a stock of goods at existing costs of production, before the 
codes should raise costs. And the prospect of billions of dollars to be 
spent on public works gave a special impulse to this same sort of thing 
in the field of building materials. So when the codes began to go into 
effect, productive needs had been to a considerable extent anticipated: 
some of the work belonging to those months had already been done. 
Taking all these factors into account, it is difficult to escape the con- 
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part of the 1983 revival of production repre. 

h of which was bound to be squeezed out a; 

ito effect. So the shrinkage may have mean} 
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had been crowded into June and July. With 
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mark only the beginning of the real test 

d will maintain a continued revival under the 
N.R.A. codes. 

the upward movements in prices before and 
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to increase employment and payrolls, the 
led. The best estimates place reémployment 
the beginning of revival. Mr. William Green, 
December 17, estimated that since March, 
added to the payrolls of private industry 
public works. During the spring revival, re 
rate of 500,000 per month, while in August 
; going into effect and business declining, 
1s 850,000 per month.® So far as one can 
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wages per hour rose from 431% cents to 521% cents. This indicates a 
rise of 5 per cent in average weekly earnings, while costs of living went 
up approximately 6 per cent, indicating a decline of about 1 per cent 
in real wages per worker. Thus total payrolls, measured in real purchas- 
ing power, went up by practically the full amount of the increase in 
numbers employed. This could hardly fail to produce a favorable effect 
on retail trade and the production of consumers’ goods. The effect on 
producers’ goods is more doubtful. The experiment constitutes a thor- 
ough-going trial of the diffused-purchasing-power theory, applied to in- 
dustry, not in a state of utter prostration, but in the early stages of 
revival, complicated by the fact that the revival was inflated by tempo- 
rary speculative elements and anticipatory production. 

The case against this payroll-raising program as a measure of re- 
covery has perhaps been most strongly stated by Leonard P. Ayres, 
in his book, The Economics of Recovery. The argument runs substan- 
tially as follows. Business fluctuations center in the production of dur- 
able goods: capital equipment and durable consumers’ goods. Fluctua- 
tions in the field of perishable consumers’ goods are relatively small 
and correspondingly less important. A general revival requires a revived 
demand for capital equipment, and the essential conditions for this are: 
a prospect of profits, and freedom from obstructions to the mechanism 
for raising capital funds. There is now a potential demand for private 
capital, not so much perhaps in expanding productive capacity, of which 
there is generally a surplus, as in making good postponed maintenance, 
replacing obsolescent units and installing improved ones. For this private 
demand the public works program is not an adequate substitute. 

In raising wage disbursements and thus increasing costs, the N.R.A. 
is sacrificing the prospect of profits; while the stringent controls in 
the field of securities issues, the new banking act, and the fear of in- 
flation, all combine to put obstacles in the way of capital flotations at 
just the time when business has not the reserve force to overcome them. 
Thus the N.R.A. is sacrificing the larger value—capital expansion—to 
the smaller-—consumers’ purchases—to an extent which threatens to 
nip the incipient revival in the bud. 

By way of developing this side of the argument, it may be added that, 
if demand for private capital equipment revives, consumers’ purchasing 
power will follow as the stimulated industries increase their payrolls and 
disburse their enlarged incomes. And it may be further urged that a 
dollar added to payrolls is only one dollar coming to buy goods; while 
a dollar added to profits, at such a time as this, may add to itself several 
dollars drawn from the sources of elastic credit, and throw them all into 
the markets for capital goods. The point may further be made that the 
time when it is really important for wage-disbursements to get their 
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full share and p not to be swollen disproportionately is after the 
revival gains m headway and is in danger of developing into a 
unhealthy boom. And even if the art of stable prosperity is not learne 
during the prese! val, past experience indicates that the next fey 
depressions are likely to be relatively mild affairs, which will give us , 
breathing-space in which to evolve means of dealing with the problem, jf 
only we can rise out of the present really threatening state of paralysis, 

The case is a strong one; but the conclusion that the N.R.A. shoul 
be abandoned does t necessarily follow. It may be that the really 
serious obstacles to revival are those not arising from this Act itself 
If the issue of securities is crippled by unduly stringent regulations, and 
if business is han d by exaggerated uncertainties as to the future 
of the monetary standard, these things should be removed. And thes 
changes may pro\ ficient to permit a revival, slower perhaps than 
the conventional ty) vhich is merely the prelude to another depres- 
sion), but with com} ing features which might, if properly handled, 
help to make it m luring. On the other hand, if improperly handled, 
as may more easily happen, they may make future instabilities worse. 

As to the N.R.A ts cost-increasing features do not stand alone, 
but are balanced es making it possible to protect profits or 
even, perhaps, to se them. In fact, it may be argued that as the 
operation of th levelops, there is less danger that profits wil 
be sacrificed than that they will be too well protected, by measures in- 
volving both limitation of output and preservation of inefficient pro- 
ducers. The Admii m has been wise in approving few codes of 
this general char r. The fewer the better, and better still if these 
few can be got rid vhen recovery is established. This is the first and 
best line of defer st a serious danger. The limitation of out- 
put as a general | s emphatically not the way to bring about 
lasting plenty by } r unused productive powers to work. 

Once such cod e admitted, power still exists to prevent industry 
from abusing its p fixing privileges. But the task bristles with difficul- 
ties, both technical and human, and far more than appear on the surface. 
Clearly, excessive judged by ordinary standards may be pre 
vented ; indeed at } there is little danger on that score. But there 
is another dange1 which systems of this character have regular) 
fallen: that of stab g their own profit margins at the expense of 
stability of output, v the result of increasing the strains of business 
fluctuations on the f the economic system. Experience has shown 
that cartels are stabilizing and not a stabilizing element in the 
total business 
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nay not include return on investment, and may be allocated on a basis 
of actual or normal output. Allocation on the basis of present shrunken 
output would swell the burden per unit so far as to make it questionable 
yisdom to fix such a unit cost as a minimum below which no sale could 
go. And if interest on investment were included, such a rule would fix 
a depression- -minimum for all concerns actually higher than average 
concerns can secure on the average of bad times and good. Will this 
be low enough to stimulate revival, or will it be a vicious barrier in the 
way? 

More serious still, perhaps, is the danger of protecting the costs of 
the inefficient producer. The rule against cutting below one’s own costs 
may operate in this way, and the quota system emphatically does so. 
And the inefficient producer stands in the way of the whole project of 
increasing labor’s share in the national dividend. The more efficient pro- 
ducer can well bear such a shift, but the least efficient cannot. Therefore, 
if the thing is to be done successfully, it is absolutely essential that the 
spread between the most efficient and the least efficient be reduced. 

The forces eliminating the inefficient have long been acting too weakly. 
Trade organizations may make this situation worse; but they may pos- 
sibly help it. They will not eliminate their least efficient members, but 
it is not unthinkable that they might be induced to help toward making 
more efficient methods more general. Even this will encounter resistance, 
since the more efficient have a vested interest in their margin of superior- 
ity. But against this stands the fact that the least efficient are often the 
most demoralizing competitors, in price and in labor standards, standing 
in the way of improved conditions which the better elements desire. If 
the N.R.A. organization can help in this matter, it will justify itself. 
If it hinders, it will defeat the ends of increased wages, and leave the 
economic system even more unworkable than it was before. 

This is strong language, but the issue is important; the more so as 
some increase in the share of the nation’s income going to labor, by in- 
creased wages or otherwise, is probably one of the things necessary to 
reasonable economic stability in the decades just ahead. 

On the whole, it appears that we are on safer ground if we regard 
the Act (except for the public works program which is attached to 
it), not as a means to stimulate immediate recovery, but rather as partly 
a measure to substitute work-sharing for relief, and partly a means of 
controlling the quality of a recovery already begun, with a view to put- 
ting it on a sounder and more enduring basis. If it merely avoids ac- 
tually hampering recovery in the early stages, it may still justify 
itself, though even on this basis it faces a sufficiently difficult task. 
Viewed in this way, it might logically have been put into effect at a 
later stage of revival, as already suggested. But if the thing were to 
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We face a difficult task in developing a domestic consuming market 
to match our increasing productive power. “Natural economic forces” 
«j]] absorb increased productive power, but apparently not as fast as 
+t is now coming into being. Thus it is pertinent to have in existence 
an organization which is at least attempting to do something more about 
the problem than to promote a temporary boom in capital equipment, 
and is paying as much attention to the potential demand for bathtubs 
as for transatlantic aerodrome-hotels. In short, while the N.R.A. is an 
emergency measure, the need to which it responds is enduring. 

ie conclusion, while it is not @ priori impossible for a present-day 
economic system to lift itself by its bootstraps, the attempt is not 
without dangers. A few cautionary propositions may be laid down in 
dogmatic form, for lack of space to develop them: 

(1) Increased prices due to purely monetary causes can stimulate 
activity, but the effect will quickly pass off unless a more solid basis 
is afforded. 

(2) Transfers of purchasing power from one group to another, 
brought about by public fiat, may stimulate activity under given condi- 
tions, but they bear a heavy burden of proof. 

(3) Increases of wages at the expense of the necessary minimum of 
business earnings (whatever that may be in a given case), or increases 
of prices by monopolistic means at expense of demand, are not revival 
measures at all, but the opposite. Exceptions may be made for prices 
which are increased from a genuinely ruinous level to one not above what 
is essential to that elusive “necessary minimum of business earnings,” 
but the perpetuation of the price-raising machinery will make future in- 
stabilities worse and not better. 

A final word as to the organization of the N.R.A., regarded as the 
possible germ of a “social constitution for industry.” It is in line with 
a movement which is probably inevitable, and which, when it has de- 
veloped far enough, may well bring about a far-reaching transformation 
in the character of industry. But the present writer has a wholesome 
respect for the requirements of an adequate “social constitution for 
industry” which makes him cautious about accepting the claims of any 
current proposal—including such proposals as he has himself been able 
tentatively to formulate. 

Employers necessarily interested in profits may feel a genuine re- 
sponsibility toward the broader bearings of what they do—may even 
recognize that such an interest is a necessity for them as a group. But 
the urgent pressures of their private business necessities are paramount 
when things come to a conflict. A “social constitution” must organize 
& group whose interests as a group are in harmony with those of the 
society. So far as hours and conditions of labor are concerned organiza- 


arch 
Wag 
have 
t the 
ding 
and 
hich 
ondi- 
Such 
otal 
this 
off, 
de 
ore 
ans 
eded 
rial 
g to 
will 
ity; 
ter- 
in- 
ble, 
wer 
ne- 
ich 
of 
yur- 
ing 
ich 
ime 
st- 
ar 
op 
the 
re. 
ers 
to 
ve 


24 J. M. Clark [ March 


tions of employers in single trades may do much good, since here some jj 
least of the wors! s arise from demoralized and demoralizing compe 
tition, acting in an imperfect market with grossly unequal force. By 
when it comes to questions of output, prices and profits, the case ; 
different. And the basic social interest for the purpose now in hand 
the interest in output in using our productive resources to produce goods, 
not in protecting or enlarging the income of any group as such. basis 
The interest of a single business man under genuine competition is ty a de 
increase production, simply because competition will not let him gain type 
by limiting production. The group that includes all the employers jy plait 
one trade is proverbially the group whose interest lies in limiting pro- of q 
duction; and organizations of this sort, intended though they may k alm¢ 
to promote social ends, have this basic force to reckon with. Once m tion 
have broadened the unit of organization beyond the single competing goo 
business enterprise, we must go a great deal farther before we shall hay I 
a group whose interest as a group lies in increasing production rather tion 
than in limiting [he group must incorporate—and not merely in an the 
advisory capacity bor, consumers, public. In fulfilling this require tha 
ment, there is need for more thoroughgoing representation of thes the 
groups on existing code authorities, but this alone will probably not ben 
be sufficient. We ha ot yet evolved an adequate form of constitutional 
organization suits » this situation, so different from those which forn 
the setting of our system of political representation. 
More practical perhaps is a different kind of enlargement. Two great 
objectives are: stabilized demand for durable goods, and sustained gen- 
eral purchasing power. If one business were to stabilize its demand for 
plant equipment, d help stabilize the demand exerted by the 
members of the nt industries, but the benefits would be diffused 
among industries yeneral. Or if this business pays high wages, it 
sustains consumers chasing-power, but again the benefits are dif- 


fused among ind general. Industry as a whole gets back what 


it contributes to such policies as this, but single industries do not. Hence 
their interest in si policies is far weaker than that of business as 4 
whole. Under th mstances, it is remarkable that the philosophy 
of high wages has made the headway it has. But so long as it is merely 
a philosophy, it will not go as far as the interest of business requires. 

To that end, it needs to be converted from a mere philosophy into 
an organized interest, wide enough to include those who contribute and 
those who benefit, on a basis somewhat more solid than mutual expres 
sions of good will. This requires a genuine affiliation of consumers-goods 
industries, capital-goods industries and credit institutions, capable o 
stabilizing capital investment and demand for durable goods, sustaining 


diffused purchasing power and reducing the spread between the most 
efficient and the least efficient producers. 
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Such a system involves reciprocal agreements between capital-equip- 


me at 

ompe NE ment industries and their customers, in which the capital-equipment in- 
. Bu: Mit dustries would use systematic price concessions in the duller periods to 
ASE jj make it worth while for their customers to assume the costs and risks 
ind js JN of putting their requirements on something like a scheduled basis. The 


cooperation of credit institutions would also be required to provide a 
hasis on which orders might be maintained in what would otherwise be 
a depression, as well as to restrain tendencies to expansion of the boom 
type. This is a form of customer representation which, difficult as it 


TS in plainly is, might yield tangible results. It might require the setting up 
pro- of quotas for equipment expansion as distinct from output, and would 
Ly be almost certainly call for a more coherent organization of credit institu- 
e We tions themselves. In attempts to stabilize demand for durable consumers’ 
eting goods, control of credit would have to bear the brunt of the burden. 


Industry may or may not be capable of evolving a workable constitu- 
tion of this sort. Toward such an end, the organization set up under 
the National Industrial Recovery act is only a step, portentous as 
that step may now appear. It is an intermediate stage, at which some of 


these the worst dangers of the whole movement are encountered, while the full 
r not benefits are not yet within reach. 
ional J. M. Crarx 
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BUDGET BALANCING TO ECONOmi: 


TREASURY POLICY* 
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NOMIc fiimerevenue activities. Presumably prudent consideration will be given to 
he nature and social effects of public outlays and to revenue-gathering 
erations. If the government is to use its peculiar facilities to counter- 
fedeny excesses in private enterprise, it must plan for the acceleration 
ly much fof economic activity in periods of depression and for restraint upon such 
uld tend HME ctivities in times of prosperity. The execution of such a program not 
is getary only would forbid annual budget balancing, but would require the ad- 


d stab), 
0 be « justment of revenue and expenditure over the trade cycle. 


accord. ' Whether by intent or by force of circumstances, the present federal 
=e administration has abandoned the annual balancing of the budget. Out- 
Sur. 


Ifill the lavs for direct relief, for public works, for refinancing farm and urban 
tive in. HW mortgages, are considered to be emergency measures, and as such, they 
are to be carried by borrowing rather than by any immediate substan- 
rol by tal increases in taxation. It is believed that by reason of the “economy” 
turba- program the “normal” cost of government can be balanced against 
gency “ordinary” revenue in 1934.” The separation of the so-called “normal” 
ce of and “emergency” expenditures permits the government to make large 
imate outlays in an attempt to promote an increase in trade activity without 
h due a corresponding increase in the rate or amount of taxation. The impli- 
Vern- cation, if not the intent, is present that the resulting multiplication of 
le, to indebtedness will be retired in a period of prosperity. If this be true the 
hould government has embarked upon a program of cyclical budget balancing. 
- Few writers on public finance object to the policy of meeting extraor- 
ct of dinary demands by borrowing. Lutz concludes that “on the. whole, 
inate some degree of combination of loans and taxes is the wisest means of 
dget financing a war or other serious emergency. . . . A larger proportion of 
each loans may be used at the outset. . . . As the war progresses, the tax 
pro- burden should be increased, and the reliance on loans relatively dimin- 
mits ished.” 

itly, But the economic emergencies of depression times, unlike those of war 
neet times, do not present conditions suited to concurrent large borrowing 
mic and heavy taxing in order to meet expanding government operations. 
ides In periods of war, nearly all economic activities are accelerated ; conse- 
quently increased taxation is less burdensome than it is under normal 
conditions. During a depression, however, economic activity is retarded, 
and increased taxation is undesirable. The abandonment of annual 
budget balancing would permit the government to pursue a more con- 
structive policy. In periods of depression it might lower tax rates, bor- 
row heavily, and increase public expenditure. Should it do so, it follows 
*Reported in The United States Daily, April 29-May 6, p. 2. The “normal” figure 
includes interest on the public debt, but sinking fund payments and outlays for 


“emergency” relief are excluded from the “balance.” 
*H. L. Lutz, Public Finance, p. 587. 


28 


that in times of 
tures, and decr 
that individual 
and relatively g 
The difficulty 
an optimum stat 
timeliness of ex 


the same sense 


or of depression. It 


of preventing ti 
the stabilization 
A course that f 
anced is danget 
basis of taxati 
the budgetary 
master in its Ow! 
of the following 
broad and stabl 


not be such as t 


will be produced b 


authority must 
the tax burden. ] 
act or, indeed, o 


ditions except that 


Though the po 
budget is not a n 
a policy is to su 
lar, the unfitness 
received little 
revenues chiefly 


believe our present 


but because we | 
foundation for 
stabilization. 

A survey of tl} 


the Sixteenth Amend 


public finance an 
some kind of ine 
tax should be eit! 
function of his “ 
income should 
limited to a pre 
acts. 


tax is necessary; (2) that the taxpayer’s annual 


B. Canning and E. G. Melson 


[March 1934) 


ty it must tax at higher rates, reduce expend). Mo: 
public debt. Under such conditions, it is obvioy ME tions ' 


ibilities would be small in periods of depressio, been 2 
luring prosperity. and fe 
.djusting inflation and deflation as to maintaiy porat! 
trade is admitted. However, we can recognize the persol 
ind contraction in governmental expenditure ip come- 
h we now determine the existence of prosperity creast 


contended that cyclical budgeting is a method ing ti 


4 


tuations; it is simply a policy that can aid jp of bu 


ymic events. merit 
» time limit over which the budget must be bal- Bo 
s the government possesses both an adequate fail 
reliable revenue system. Under such a policy late | 
ty cannot maintain its credit and long remain despi 


nless it adopts a revenue system in which al! defic! 


litions are fulfilled: The tax bases must be both in eX 


de of determining individual tax liabilities must more 

ikish fluctuations in the total revenues that of ec 
rticular set of tax rates; and the budgetary prov 
large degree, to determine the distribution of relia 


not be said that our present form of income tax the | 
‘ederal revenue system, fulfills any of these con- in al 

re breadth of bases. T 
stabilizing influence of cyclical balancing of the perl 
1, the conditions which must be fulfilled if such cap 
iave not been adequately considered ; in particu- dele 
present revenue system for such a policy has tax 
Though we shall confine our discussion of Wor 
ipon income, we shall do so not because we } 

tax worse than the rest of our revenue system, all 


ded 


pre 


that a reformed income tax is the best possible 
system intended to contribute to economic 

ass 

ts on our experience in taxing incomes under sa 
will disclose a consensus among writers on pa 

ng legislators on the following points: (1) that - 
function of his income for the taxable year or 
unnual income; and (8) that tax rates on 
gressive. Further agreement among experts 15 


discontent with the results of the successive tat 


rss 
l 


1984] Budget Balancing and Economic Stabilization 29 


Mostly the criticisms that have appeared deal with particular sec- 
tions of the acts or with particular tax effects. An excellent case has 
been made out for abandoning the tax on the incomes of corporations 
and for taxing shareholders, at both normal and surtax rates, on cor- 
poration dividends.* If this were done, it cannot be doubted that natural 
persons of equal incomes—in the sense in which the acts determine in- 
come—would be more evenly burdened and that the burden would in- 
crease uniformly with increased income. But if the system of determin- 
ing taxable income is fundamentally erratic and unsound, uniformity 
of burden distribution with respect to that income measure is a dubious 
merit. 

Both the Treasury and the Congress have been ridiculed for their 
failures to estimate reliably the successive annual yields. During the 
late boom astonishing surpluses persisted despite tax rate decreases and 
despite extravagant expenditures. The astronomical magnitudes of 
deficits and prospective deficits, despite increased tax rates and cuts 
in expenditures, inspired panic in the last Administration. This panic, 
more than anything else, handicapped federal effort to arrest the plunge 
of economic depression. But the successive surpluses and deficits do not 
prove a grievous fault in the estimators; neither do they prove the un- 
reliability of income taxation; rather they illustrate, as we shall show, 
the freakish character of the measure of income which has been adopted 
in all the acts.° 

The feature of the income-tax measures most frequently attacked is, 
perhaps, the tax on gains from the sale, or other conversion, of so-called 
capital assets. Some of the critics go no further than to advocate the 
deleting of the provisions which authorize alternative determinations of 
tax liability. This, in our opinion, would make a bad condition much 
worse, 

Many have advocated more drastic changes. They propose exempting 
all gains resulting from conversions of capital assets and disallowing, as 
deductions, all losses incurred in such operations. Few who make these 
proposals appear to have considered it necessary to define “capital 
assets.” Seemingly they either suppose everyone knows what a capital 
asset is, or else they vaguely suggest that a capital asset is one “not held 
primarily for resale” or is one “not utilized in a trade or business,” or is 
one that “has been held a long time.” 

All these suggested criteria for distinguishing capital assets are super- 
ficial and useless. The first is so open to abuse and fraud and so obvious- 
*H. L. Lutz, “The Treatment of Dividends in Income Taxation,” Journal of Politicai 
Economy, xxxiii, 129-154. 

*For a statement of one statistical fallacy that lies at the root of much of this 


freakishness, see J, B. Canning, “A Certain Erratic Tendency in Accountants’ Income 
Procedure,” Econometrica, I, 52. 
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ly provocative « gation as to condemn it without extended ¢op. It h 
sideration. The ad n of the second, though less conducive to fray Mme constr: 
and litigation, would be a mere abuse of legislative power.® know | 
The third criterion, “assets held a long time,” is interesting because impair 
of the conclusions to which one is inevitably led by a study of it. Hoy men 0! 
long is “a long time”? Consider first some examples of the operation of future 
our revenue acts under which anything less than forever is not a long their 1 
time.’ In 1920 a ce Lin farmer sold his farm to a neighbor for $50,000, The 
He had bought th m six years earlier for $25,000. Six weeks later make 
but before the end of the year, not finding any other investment to his our bi 
liking, he bought back his farm for $55,000. The seller invested his all a | 
“nrofit” in mor In March, 1921, these farmers learned to the; of inc 
I 
sorrow that they had suffered taxable incomes, arising out of these two of ho 
transfers, of $80,000. Shortly afterward both farmers ceased paying other 
income taxes, though they have lived comfortably. Both farmers, if they asset! 
sold now, could show “deductible losses” which they do not need. If six Su 
years (but not six ks) were, by the revenue acts, “a long time” one der tl 
farmer would merely have been out of pocket the $5,000 price advance, cause 
but his neighbor, | | on a $5,000 gain, could ask the nasty question, corp 
why is my capital gain not exempt also? In both cases real taxes were and | 
paid; in neither « lid their net incomes rise above the level of mere by th 
expectancies. Th | incomes” were affected only to the extent of our ¢ 
taxes paid. of a 
Consider an illustration of the operation of deductible losses on assets habi 
held “a long time.” That J. P. Morgan and his partners should have T 
paid no federal in <es for the last two taxable years appeared, for qual 
some occult reason, to be regarded by newspaper men as a fact of great muc 
news value. But payment of income taxes by these bankers for the years dise 
1931 and 1982 would have been an act of incredible stupidity. Merely tun 
by selling securities held a “long time” and buying others in the dis- bey 
tressed markets of years they could establish deductible “losses” und 
numerically greate1 n their concurrent “gains.” Such transfers, F 
though sufficient to blish a legal loss, might have been made even defi 
though the reward of tax exemption had been absent. bet 
per 
* Suppose A, B, and | hold all the shares in X corporation and to constitute a me! 
majority of the board of directors and suppose that they simultaneously buy shares of 
Y both for X’s account 1 for their private accounts. Suppose that all these shares nut 
in Y are later sold. Any 1 yn assignable for exempting A, B, and C from tax bur- by 
dens on their gains on d rivate account is equally assignable for exempting them, sis 
as shareholders in X, f: tax burden with respect to X’s gains. If they are losers fal 
upon conversion of Y’s it is equally absurd to make either loss deductible and & 
the other non-deduc 
* The later acts ] optional schedules of rates with respect to gains arising th 
from the conversion of cert sorts of assets held more than two years. Only those - 


whose taxable net i e large can benefit by a choice between the options. 


e 
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It has not been made to appear that the gentlemen in question were 
constrained to reduce their real incomes during these years. We do not 
know that the extent of their command over future real income was 
impaired. In years of declining markets it is not impossible for shrewd 
men of great fortune steadily to increase their purchasing power over 
future real income even though the nwmber of dollars employed to express 
their net estate in their assets declines during the interval. 

The only way in which a “long time” could be defined, in order to 
make it impossible for the two farmers to suffer taxable incomes and 
our bankers to enjoy deductible losses would be to declare any time at 
all along time. That is to say, Congress could abandon the present kind 
of income measuring altogether. We have concluded not only that length 
of holding time will not serve as a criterion but also that there is no 
other criterion, satisfactory in public finance, for distinguishing “capital 
assets” from assets that are not capital assets. 

Superficially considered, the dissatisfaction with our revenue acts un- 
der the Sixteenth Amendment seems to spring from a great diversity of 
causes. The inequitable distribution of burden wrought by the tax on 
corporation incomes, the unreliability of the Treasury’s yield estimates, 
and the freakish distribution of tax liability and of tax burden wrought 
by the tax on capital gains seem, at first sight, to be quite unrelated. In 
our opinion, they all spring from one defect, viz., the needless adoption 
of a measure of income that is wholly unsuited for determining tax 
liability. 

The only concept of income, as yet proposed, that is adequate for 
quantitative economics was given to us in 1906 by Irving Fisher. In his 
much neglected book, Capital and Income, he has given us also the ablest 
discussion of the quantitative aspects of income ever written. Unfor- 
tunately he has not discussed the application of his theory to taxation 
beyond a few meager notes; and even in these he seems greatly to have 
underestimated the ease of taxing final objective income.* 

Professor Fisher’s concept is that the income of any person, in any 
definitive objective sense, is to be measured by a balance of (a difference 
between) the services and disservices of things and persons directly ex- 
perienced by the person whose income is in question. The positive incre- 
ments, the final objective services, consist solely of such services as the 
nutrition of food, the sheltering of houses, the entertainment afforded 
by players, ete., and include all such services. The negative elements con- 
sist of such adverse experiences as labor (not work, but the undesired 
fatigue of working), pain, etc. All other economic events derive both 


* Capital and Income, 250-254 and 898-408. In a number of his papers he refers to 


= subject but the discussion is not carried beyond the range of the references given 
ere, 
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1934] 
their existence a ] quantitative significance from the final objec. 
tive income bala expected ultimately to result from them. Neither 


The 


counti 


a dollar received no receiving of a dollar is income in this funda. thi 
is 
mental sense; the 1 ing of a dollar merely confers upon the recipient we 
the power to comn |, at some future time, an increment of service or “ 
enter] 
the power to ward off an increment of disservice. ¢ th 
We do not k ow to make any direct objective measurement of ‘ TI 
income, even in 1 fundamental sense, that permits provable annul 7 
omes 
summations. One can measure nutrition and shelter after a fashion; but 
the units of measure are not interconvertible in the sense in which inches PE 
are convertible i: rds, meters, etc. Because of this incommensurabj- th 
ity it is necessary to resort to indirect measures or indexes.® 


small 

Th 
ject 
pay) 
of in 
paye 


for a living group, such as the family, in 4 
pecuniary society one may reasonably assume that money spent to ob- 
tain these direct s or, what comes to the same thing, spent to 
obtain objects which a » render these services—is laid out in a manner 
roughly conducive .ximizing the present worth of final incomes. 

By regarding particular money outlay as an index of the valu 
of the services « | from the thing purchased and by distributing 
each outlay in a s the terms of which are proportionate to the rates 


For a single 


mine 
incol 
sing! 


of use of the thin rchased, one obtains a living expense series. By ,' 
summing the concurrent terms of these living expense series one obtains 
a time series representing cost of living (and, hence, value of final in- T 
come) in successi\ 1c intervals. The techniques of modern accounting, b; 
obj 
now restricted aln iltogether to enterprise affairs, are entirely ade- pi 
quate for finding s in index of final objective income of domestic tha 
groups. These techniques are, in fact, immeasurably more satisfactory ial 
for this use than they are for the uses to which they are commonly de of t 
voted.” 
are 
It is vain, of co , to hope that such an index can ever, except by id 
accident, become precisely proportional to final objective income. But a 
we have the best of @ priori grounds for supposing that it will seldom ee 
be grossly in error either for individuals or for a population. It cannot 
have a systematic error. The only errors the index can have arise from - 
(1) incompletenes the accounting analysis in individual cases, and det 
(2) the assumption that, in a given household, funds will be laid out with en 
equal skill in successive years 
*Certain measuré ney income”—e.g., of a bondholder’s money income— 
appear to be highly ol e and precise. Superficially they are, but only in the sense 
that if one evaluates tl nstants in the formulas one obtains unique, numerical re 
sults. The economic significance of these numbers depends very little upon the degree 
of precision of the 1 e figures, The sole economic significance of such 4 
number depends on t ree to which its value assists the beneficially interested 
person reliably to for the associated increment to his final objective income. 
For a brief treat f the application of accountancy to the measurement of 


final objective incor |. B. Canning, The Economics of Accountancy, pp. 163-16. 
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The first kind of error need never be great; and even the crudest ac- 
counting procedures provide for an automatic cancelling of all errors 
of this kind within relatively short time intervals. In all accounting pro- 
cedures the summation of all dollar outlays during the existence of an 
enterprise (or a domestic establishment) will be equal to the summation 
of the income debits for the like periods.” 

Though the second sort of error is inevitable, the change in skill of 
domestic management in a given household from year to year cannot be 
supposed to account for any great change in the number of dollars’ 
worth of uses enjoyed. For a large population, neglecting changes in 
the cost of living, the summation of errors of this kind must be extremely 
small relatively to the total real income. 

The data employed in calculating the index consists entirely of ob- 
jective facts. Uses have occurred and payments (or commitments to 
pay) have been made. The accounting task of determining this index 
of income and of tax liability can be made much less burdensome to tax- 
payers than the corresponding task as taxable income is now deter- 
mined. At present the income accounts most suited to determining net 
income figures of enterprise often require an adjustment to obtain the 
single item, statutory “income from trade or business,” more laborious 
to make than the entire task of measuring income by the mode recom- 
mended here.** 

The index proposed deals with an income that has been finally and 
objectively realized; and the index is objectively provable at the time 
of its evaluation. The measurement of it involves no forecasting beyond 
that implicit in the outlays made or promised. In domestic establish- 
ments this forecasting, when serviceable articles are bought, is, in point 
of time, very close to the service events forecast. Moreover, the forecasts 
are made either by the person who is to enjoy the service events or by 
one to whom those beneficially interested are intimately known, e.g., by 
a housewife buying food for her household. The accountant who evalu- 
ates the index is a mere clerk. 

By contrast with the index proposed, the index of income now relied 
upon is freakishly erratic. It is wholly a forecast—never an objective 
determination of provable facts. The forecasting is mostly done by ac- 
countants and by corporation managers, that is, by persons to whom 
the ultimate beneficiaries are often wholly unknown. Moreover, it is 
usually done without the least knowledge of the time by which any final 
income will have occurred to any person. 

To illustrate this, let us suppose the case of a corporation whose in- 


; " For a treatment of this matter see J. B. Canning, “A Certain Erratic Tendency 
in Accountants’ Income Procedure,” Econometrica, I, 52. 

_ * All too often taxpayers, rather than incur the expense of adjusting their business 
income, keep accounts suited to determining tax liability but unsuited to their enter- 
prises—an obvious ill effect of the revenue acts. 
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34 John B. Canning and E. G. Nelson [ March 
come accounts are kept in such a manner as to make the annual bal- 
ance equal to its statutory taxable net income minus the tax liability, 
Suppose, further, that for a given year the accountant finds a net ip- 
come figure of $100,000. This figure means that a $100,000 increment 


of power to pay dividends, at some future time, is supposed to have been 
acquired within the year as a result of enterprise activities brought to 
some particular stage (usually sales) during the year. It is of such 
increments that surplus accounts are built up. 

Dividend paying power in excess of shareholder contributions, js, in 
fact, limited to the excess of the corporation’s money receipts over 
money payments, other than transfer between shareholders and corpora- 
tion, during the corporate life. That this power is positive cannot be 
proved, as a fact, until the corporation has ceased to exist. The magni- 
tude of the increments of dividend paying power credited to surpluses 
are mere forecasts based upon assumptions about the future volume of 
the corporation’s operations and about the favorable or unfavorable 
future conditions of the market for goods and services in which the cor- 
poration will ope: n the future. These assumptions are never ex- 
plicitly stated; but they are implicit in the accountant’s procedures, 

Even if the increment of dividend paying power credited to surplus 
should turn out mately to be correct, the accountant does not know 
when the associated dividends will be paid, nor to whom they will be paid, 
nor whether the recipients will reinvest them or utilize them in their 
households. He does know that a tax burden, proportionate to the incre- 
ment will fall at o1 ipon the holders of junior shares and that it will 
be distributed among them in proportion to their several interests but 
independently of their economic circumstances and programs. 

One need not, in these times, labor the point of the unreliability of 
these forecast earning increments and of their summations up to any 
particular time. The vanishing not only of huge corporate surpluses but 
of the entire net proprietary interest together with the scaling down of 
creditors’ rightful expectancies is a common spectacle in the receiver- 
ship and bankruptcy cases now in process of adjudication. All those 
surpluses represent taxed net incomes that never had, and never will 
have, a real existence in any shareholder’s economic experiences. They 
consisted of “the substance of things hoped for, the evidence of things 
not seen.” 

Even in an economic society subject to such violent perturbations 
as those we have experienced in the last two decades, the real economic 
income of the population has been relatively stable; it has been, per- 
haps, the least disturbed of all economic series. The red ink which has 
recently been spread over the accounts of the motor and motor fuel i- 
dustries has no equivalent counterpart in the rate of automobile use. 


The physical volume of fuel and tire sales show that car-miles run has 
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declined but little. The building trades are in a deplorable state, but we 
enjoy about as much house wse as we did in 1928. It is said that the 
value of shares listed on the New York Stock Exchange (priced at mar- 
ket) fell by nearly $80,000,000,000 between the high point in 1929 and 
the low point of 1982. A mere barter exchanging of all such shares in 
1929 followed by a mere trading back in 1932 would have given rise, 
in the interim, to tax-deductible losses of $80,000,000,000 ; for all those 
shares have a “fair market value” at all times. A correspondingly great 
decline in real economic income would imply the extermination by starva- 
tion of a major portion of the population. Only the most profound un- 
awareness of the unreliable character of accountants’ enterprise income 
data could have led us to tolerate our present measure of tax liability 
when a highly reliable and simpler measure was available. 

No serious question of the adequacy of the proposed tax basis can be 
raised. Year by year, of course, there could be vast differences between 
the aggregate measure proposed and the aggregate measure now relied 
upon. But if the summations of the two measures were to be made for a 
given population over a long period of years the difference between the 
two summations would be small in comparison with either summation. 
The difference would be the sum of two variables: (1) the increase (or 
the decrease) in value of material wealth held by the population; and 
(2) the sum of errors in the estimates of the two income measures. But 
large rates of increase (or decrease) of national wealth in relation to 
national real income cannot long be sustained. And, as the length of the 
interval of observation increases, the absolute sum of errors of estimate 
in the two income summations will become smaller in relation to the in- 
come summations.** Aside from the possible temporary addition of capi- 
tal levies, it is impossible for any tax basis or any set of tax bases to 
exceed that of final objective income or “real income.” 

Only a brief sketch of the tax rate system contemplated is given here.™ 
The system would include the following features: 

1. The taxpayer unit would be (as now) the family. 

2. Income increments below the minimum necessary to maintain the fam- 
ily in efficient condition should be (as now) exempt. 


3. The rate system should be progressive, the progressions having regard 
for number of members in the family. 


"In both measures of income the chief kind of error is, in the long run, self com- 

pensatory. If a merchant overvalues his closing inventory by $1,000, his enterprise 
income figure for that year will be $1,000 too large and the next year’s figure will be 
too small by the same amount. The sum of the two years’ income figures is therefore 
free of this particular error. 
_ “The present writers have recently concluded a two-year statistical study, financed 
in part by a grant of funds from the Laura Spelman Rockefeller Foundation, of 
taxation under the Sixteenth Amendment. They hope, in the near future, to offer 
papers, based on that study, dealing with a tax rate system and with the administra- 
tive problems that would arise if their proposals were adopted. They expect to show 
that a great simplification of our tax system is easily possible. 
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on transfer by will, by trust, or by operation of law a 


of the system proposed as compared with that noy 
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| taxpayers arising from mistaken forecasts. 
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h more stable than the current index. This should make ing CO 
more reliable. a 
distributed with respect to sacrifice rather than with before 
neome (as in the case of the corporation tax) and with 


.crifice (as in the case of the tax upon individuals), 
\l in markets already depressed by distress selling or 
\inimize taxes, is afforded. 
put upon borrowing on collateral during market booms, 
is independent of prices realized in concurrent enter- 
rations. 
udget balancing is abandoned, the Treasury can throw 
rowing and lending operations and of its revenue col- 
as dampers against the successive booms and de- 
otherwise expect. 
proposed here should be well suited to concurrent use 
. Very great convenience to taxpayers and very 
sts of tax administration could result from the adop- 
ne tax acts differing from the federal act only in the 
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ire aware that their proposals are not all novel 
ported here and in the forthcoming papers re- 

permit a definitive discussion of any of the sug- 
financial policy and program. They regard these 
stion for discussion among professional econo- 

‘ies of our present systems of federal and state 
to warrant a concert of action by economists in re- 
rnment, or some research foundation to sup- 


ltiple taxation in an objectionable sense. If tax burden 
ice with the sacrifice principle the tax liability must be 
wer over future income, that is, by a summation or in- 
by a rate of utilizing that power. To minimize the errors 
ely to defer tax liability until increments of the power 
e definitively provable. The money cost of real income 
th the money value of the estate left at death constitute 4 
total pecuniary power to command income. We propose 4 
le of the power to command income within the tax basts 
nts until the power increments are provable. 
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port a definitive research? They suggest that such a research would 
result not only in a great contribution to knowledge but also in a great 
benefit to the public through financial reform. 

Federal and state action in the last three years leave no room for 
doubt that, for better or for worse, governments have embarked upon 
programs of public intervention to minimize the consequences of depres- 
sion on an unprecedented scale. There is room for grave doubt that 
their financial policies are suited to the safe bearing of this load in addi- 
tion to the vastly expanded scale of ordinary operations to which they 
were committed before the depression began. If the prevailing policies 
are seriously inadequate, the writers suggest that it would be unbecom- 
ing conduct for economists to await the impairment of public credit 
before beginning an adequate study of the problem. 

Joun B. Cannine 


E. G. NEtson 
Stanford University 
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ECONOMIC BASES OF THE WISCONSIN UNEMPLOYMENT? 
RESERVES ACT 


Part of the cost of unemployment should be assessed to specific industrial cq. 
cerns rather than to the community as a whole. Unless this be done the consume, 
is unable to choose low-cost products and concerns, since prices will not reflect 4) 


of the social costs. When social costs reasonably attributed to one producer ap 
shifted to another, unfair competition results. Technological changes should carry 
their own costs, since decisions as to their practicability will be affected thereby. . 


In answer to the charge that the Wisconsin Unemployment Reserve act pro- 
vides inadequate relief, it may be said that all labor legislation starts with inadequay 
protection, and a particular state can raise its standard as other states create o 
raise theirs. 

Even though the financial incentive to regularization under an unemployment r. 
serve act may be small, it may be an effective stimulus to the psychology of busines 
men. Moreover small incentives are frequently sufficient to change the balance ip 
close decisions of business policy. Important achievements have been made in th 
prevention of unemployment, and a universal attack upon the problem might prov 
more than proportio! y effective. 

The enactment of the N.R.A. does not outmode unemployment reserve legislation 
and is entirely consi th such legislation. 

Hitherto the cost of unemployment in the United States has rested 


mainly on the une: 


ployed—with the charitable and taxpaying public 
lending a hand only when the burden became intolerable. The evils of 
this situation are now generally recognized. In the last few years there 


has been wide consideration in this country of alternative plans for 


distributing the cost of unemployment. These proposals raise important 
questions of social policy and economic theory. In the practical realm 
of drafting legislation the main points at issue are two: (1) Who should 
contribute to unemployment compensation funds and (2) How should 
such funds be set up—on a state, industry or company basis? Funda- 
mentally these two questions resolve themselves into one—namely: 
Should the community as a whole carry the total cost of unemployment, 
distributing the burden on some basis of ability to pay; or should each 
specific industrial plant be assessed with at least a part of the cost 
of that specific unemployment for which it is the proximate cause! 

In the September, 1933, number of the American Economic Review, 
Professor Walter Morton takes an emphatic position on this question.’ 
He states that no cost accounting should be applied to unemployment; 
that it should all be treated as an overhead cost of the entire econome 
system; that the employed should all be supported from one big 


fund on which all of them should have an equal claim; that the fund 
should be financed by contributions from employers, workers, and tax- 


payers, or better still by a net income tax to which all persons and 
all businesses should contribute. He severely criticizes the Wisconsin 
Unemployment Reserves act (so far the only American legislation on this 

* Walter Morton, “1 A )f Unemployment Insurance with Especial Reference 
to the Wisconsin Act ican Economic Review, vol. xxiii, no. 8, September, 1938, 
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subject) because it attempts through its company reserves set-up to 
apportion some of the cost of unemployment among specific industrial 
establishments. He suggests that the Wisconsin law was probably the 
only measure which could have been enacted in this state in 1982. But 
he declares that where there is any real choice a radically different 
system should be selected. Among existing laws on the subject he would 
apparently choose the British as a model, though preferring an income 
tax as the means of raising all the funds, and an entire disregard of 
previous employment as a condition for receiving compensation. 

Professor Morton does not develop a plan of his own. But he makes 
a very able criticism of the Wisconsin law and one which deserves to 
be answered. His objection to the Wisconsin employer-financed company 
reserve plan rests on the following grounds: (1) He believes that al- 
location of the cost of unemployment to individual concerns will not 
and cannot have any influence toward its prevention. (2) He asserts that 
allocation of costs will make adequate relief impossible, because it means 
that contributions to relief funds will be made in inverse ratio to 
ability to pay. 

The proponents of the Wisconsin act take issue with Professor Morton 
on both counts. (1) They are not yet ready to accept all the kinds 
of unemployment which now prevail, in good times and in bad, as en- 
tirely beyond the reach of preventive effort. They believe that a sustained 
and concerted attack on unemployment under the spur of a correct al- 


S location of its cost is at least worth trying. (2) They believe that such 


allocation of cost need not interfere with the provision of adequate 
relief for the unemployed even though it means apportioning part of 
the burden on a different principle than ability to pay. Finally, they 
are convinced that regardless of the extent to which existing unemploy- 
ment can be prevented it is of very great importance for the successful 
operation of our economic system that the cost of maintaining the 
unemployed be assessed, so far as it can be done rationally, upon 
specific industries and specific concerns. 

The employer-financed company reserve plan of the Wisconsin act 
is designed to effect this allocation of cost. Under this plan each concern 
builds up its own reserve, which is normally deposited in a general 
state fund, but is used only to pay compensation to workers laid off 
by that particular concern. The employer’s responsibility for an em- 
ployee is for a limited period only and in proportion to the time the 
employee has worked for the employer. The maximum rate of contribu- 
tion is set at two per cent on payroll; but the contribution of a given 
employer may be reduced or entirely suspended depending on the con- 
dition of his reserve account, which in turn depends entirely on the 
regularity with which he furnishes employment to his workers. Thus 
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costs are counted—the concern which maintains its own workers the 
vear round without being subsidized by the community or by other 
industrial concerns. Thus the effect of a pooled unemployment insur- 
ance fund would be to confirm and facilitate a species of unfair competi- 
tion. Such unfair competition could occur between plants in the same 
industry or between industries—either as the product of one industry 
is substituted for the product of another, or as all products compete 
for the consumer’s dollar. For example, how could the consumer know 
whether coal or oil were really the lower cost fuel if the cost of main- 
taining idle coal miners were paid in part by the oil refiners? 

Pooling of unemployment compensation funds obscures the record 
so far as costs are concerned, and it is important to keep the record 
clear. What happens when the record becomes confused is exemplified 
in the present controversy between the railroads and the truck and bus 
companies. The railroads allege that they would not be losing business 
to the truck and bus companies if the latter were required to pay in 
taxes an amount sufficient to cover their fair share of interest and 
depreciation upon the public’s investment in highways. The railroads 
furnish a roadbed at their own expense and fair competition requires 
that highway transportation do likewise. The difficulty is that nobody 
knows with any certainty whether or not the taxes on trucks and buses 
are high enough to recompense the public for the roadbed it furnishes. 
Unless they are, it may be true that the railroads are being forced out 
of business by rivals which cannot, with all costs counted, serve the 
public as cheaply. In the same way high cost products or concerns 
might be able to compete unfairly if part of their true labor cost were 
carried by others through a pooled unemployment insurance fund. Such 
pooling would thus tend to promote the survival of the socially least 
fit. 

This danger is apparent when we think in terms of daily rather than 
yearly wages. No one suggests that the wages of sweated workers be 
supplemented from a pooled fund to which all employers and perhaps all 
employees and taxpayers should contribute. It is too obvious that such 
a remedy would be even worse than the present situation. It would 
immensely facilitate the cut-throat competition of the sweat shops. The 
accepted means by which the state protects wage earners against sweat 
shop wages is to require every employer to pay at least a living wage. 
Such legislation protects not only the workers but the employers who 
pay decent wages and the whole community as well. In the same way each 
concern should be required to bear the cost of maintaining its workers 
not only from day to day but also, within reasonable limits, from month 
to month and year to year. Only then can the public know and choose 
those products with the lowest true cost. 
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in the employer’s bearing the cost of some purely fortuitous unemploy- 
ment, that fact should not condemn it. After all, the employer is sup- 
posed to be the risk-taker and he may properly be asked to assume some 
measure Of risk for his employees. 

In criticism of the Wisconsin act Professor Morton argues that em- 
ployers who have least trouble with unemployment should contribute to 
help employers who have most trouble—that this would be nothing more 
than an application of the principle of ability to pay with which we 
are familiar in taxation. But as we have pointed out there are important 
reasons for treating some part of the cost of unemployment as a busi- 
ness cost and there will be plenty of room for the application of the 
ability to pay principle after all of the costs which can be apportioned 
upon some rational basis are so apportioned. To the degree that re- 
sponsibility can be allocated a burden is removed from the employee 
and the community. They will probably have burden enough left in 
caring for unemployment which cannot be allocated and which must be 
carried as a social overhead. 

Professor Morton asserts that specific allocation of any of the cost 
of unemployment is undesirable because it will not promote stability 
but will merely tend to make labor an overhead cost of doing business. 
And this he fears might destroy our economic system. He declares 
that “Only under social responsibility for production and for the pro- 
vision of capital can labor be treated as an overhead cost.” His next 
sentence hardly affords conclusive proof of this declaration. “Under 
private enterprise,” he says, “capital is preserved by shifting the losses 
of unemployment upon labor.”* True enough, if he means that under 
the present “rules of the game” the return to capital is relatively main- 
tained in good times or bad, while a steady return to labor is made 
contingent upon 100 per cent operation of plant. But those who favor 
the Wisconsin act do not see why this arrangement is essential to 
the survival of private enterprise. They point out that mechanization 
of industry is in fact making labor cost an ever smaller percentage of 
total cost, so that the possibility of making at least a part of it an 
overhead cost should be increasingly easy. 

To be sure, a change in financial structure has been operating in 
recent years in the opposite direction. An increasing use of bonds and 
mortgages to finance industrial corporations has been making a greater 
and greater proportion of the return on capital a fixed charge rather 
than a residual claim. But is this socially desirable or necessary? With 
a plethora of capital seeking use we should be able to offer less security 
to investors rather than more. We might at least experiment with a 
type of social control which would effect some transfer of security from 


cit., p. 899. 
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workers has meant increasing the burdens upon employers, and particu- 
larly, under the industrial and merit rating systems, upon those with high 
accident rates. No attempt has ever been made to assess the burden of 
accidents on the basis of ability to pay. Yet this has not prevented the 
constant upward revision of workmen’s compensation laws either in 
Wisconsin or elsewhere. 

Critics of the Wisconsin act who claim that it affords inadequate 
relief have usually ignored the fact that its benefits can be increased 
as soon as other states enact similar legislation.* They also tend to 
ignore the fact that no unemployment insurance system, regardless of 
how its funds are raised, has ever provided benefits for more than a 
limited period. Supplementary benefits of one kind or another financed 
by loans or grants from the national treasury have been used in Eng- 
land, Germany and elsewhere. And still many workers in those countries 
in the past few years have exhausted their rights to benefits and been 
forced to rely upon their own savings or private or public charity. 
Consequently it is safe to assume that no unemployment insurance system 
which could be put in operation now in a single state in this country 
could possibly furnish “adequate relief.” 

In point of fact, the Wisconsin act does not aim to support all the 
unemployed indefinitely. Its company reserves in the aggregate will not 
supply compensation to all the unemployed workers in the country nor 
cover all kinds of unemployment. It merely puts on employers a limited 
responsibility for their own laid-off employees. A measure to supplement 
it by giving relief as a matter of right (or on the basis or need) for 
a further period of unemployment from a fund raised through an in- 
come tax would not be incompatible with the Wisconsin act. The essence 
of the Wisconsin program is to begin by allocating to each specific 
industrial concern the cost of that unemployment for which it may 
reasonably be held responsible. 

But though the relief afforded by the Wisconsin statute is inadequate 
it is by no means negligible. Even ten dollars a week for ten weeks may 
be a very material assistance to the man who is irregularly employed 
during the year. In the case of technological unemployment this “dis- 
missal wage” will serve a very useful purpose in tiding the workman 
over the period in which he has to look for and prepare himself for an- 
other job. Even during a depression $100 over a two and a half month 
period would make a valuable supplement to the private savings of the 
unemployed individual. 

By way of summary we may list the following answers to the charge 
that the relief provided under the Wisconsin act is totally inadequate. 


‘The “interstate competition” argument against state labor legislation is un- 


doubtedly overworked. But its political significance is considerable, whatever its eco- 
nomic validity. 
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(1) All labor legislation starts with inadequate protection. (2) A par- 
ticular state can raise its standards as other states create or raise 


theirs. (3) No unemployment insurance system so far devised has been 
able to grant more than a limited security to the worker. (4) The 
Wisconsin law merely makes part of unemployment a business cost: 
it can be supplemented by relief financed in other ways. After all, the 
important consideration in new legislation is not so much the degree 
of relief which it affords as the principle on which it is based. If the 
law is right in principle, time will make it adequate in degree. 


III. Can Unemployment Be Prevented? 


The proponents of the Wisconsin plan believe that allocation of some 
of the cost of unemployment to the specific industrial concern will create 


a valuable incentive to prevention. Through an elaborate analysis of 
the way in which business operates Professor Morton attempts to prove 
that business men now possess incentives to regularization far more 
powerful than any which could be created by such an allocation. Hence 
none of the unemployment which now exists is preventable and the stimu- 
lus to prevention provided under the Wisconsin act is useless. 

Yet Professor Morton himself admits that business men are not guided 
entirely by logic or reason. He would certainly not contend that their 
present methods are necessarily the wisest and best, even from their own 
point of view. History affords numerous examples of reforms forced 
upon them from the outside which are today universally conceded to be 
“good business.” Thi rter workday is an obvious illustration. Even 
the steel industry now admits that the twelve hour day and the seven 
day week were bad f: he business as well as the labor point of view. 
Yet it took an immense amount of pressure from legislatures, trade 
unions, and public opinion to make first the ten hour and then the eight 
hour day prevail in this country. Even now there are backward con- 
cerns and industries which have persisted in working far longer hours. 
In the same way the prevention of accidents was really “good business” 
even before the advent of workmen’s compensation laws; but it took the 
pressure of that legislation to make employers to any extent “safety 
minded.” It is equally important to create a “steady work for steady 
workers” psychology among employers. And no one can tell in ad- 
vance how potent such a change in mental outlook may prove. At any 
rate there are substantial and successful business men who regard it 
as an extremely important factor. Thus Mr. Sam A. Lewisohn (first vice- 
president of Tennessee Copper and Chemical Company and Miami Cop- 
per Company) testified before a committee of the United States Senate: 


* Hearing before th n Education and Labor, United States Senate, 
Senate Report No. 2072 4 
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Necessity is the mother of invention, and in business it seems to me anybody 
can realize that the important thing is to create a state of mind among busi- 
ness men so that, if I may use the phrase “regularization first,” it becomes 
the fashionable thing among them to introduce stability in their plants. 

Ina similar vein Daniel Willard (president of the Baltimore and Ohio 
Railroad) testified :* 

Stabilization can be promoted more by a state of mind that almost anything 
else that I can think of, because what we have accomplished on the Balti- 
more and Ohio is largely the result of a different state of mind or point of 
view. It reflects a conscious desire to improve and stabilize working condi- 
tions in one period as compared with a less conscious and impelling desire 
in another period. This apparent indifference you might say should be criti- 
cized and apologized for, and I do apologize for it, but it reflects the way 
I had been brought up; and when I say “I” I think it applies rather gen- 
erally to a great part of all those who employ labor. I know that previous to 
the war we didn’t think it wrong to hire 5,000 or 6,000 new men in the sum- 
mer for track work, such as putting in rails and ties, and do it as quickly 
as possible, and then lay them off. We had always been following that plan, 
at least to a large degree. 

Many other quotations could be given to the same effect. The views of 
practical business men on this matter should be entitled to some con- 
sideration. 

If a change in employer psychology is of great importance in pro- 
moting regularity in employment, how can such a change be brought 
about? An unemployment compensation plan which assesses the cost 
on the specific concern should be an effective instrument for this pur- 
pose. On the other hand a pooled unemployment insurance fund raised 
by three-party contributions or an income tax would have quite the 
reverse effect. It would obviously relieve employers of any responsibility 
they now feel to provide for their own workers. In fact it is opposed 
by business men who believe in the possibilities of regularization. 

So much for the psychological impetus to prevention inherent in the 
company reserve plan. It is very possible that its financial impetus will 
also prove considerable. Professor Morton stresses the present induce- 
ments to regular operation contained in existing overhead costs, and 
concludes that two per cent of payroll is too small an amount to affect 
any business man’s decisions. No demonstration is needed to prove that 
two per cent of payroll is a small sum compared to the total wage bill, 
or the cost of raw materials, or of building an addition to plant. But 
it should be remembered that there are few situations where the possible 
saving of this two per cent is on one side and all the other savings 
are on the other.* For example, take the question of whether or not 
Ibid., p. 80. 

*Professor John R. Commons, the foremost American advocate of unemployment 


compensation legislation, has always believed that such legislation could and should 
be designed to afford effective incentives to preventive effort. According to Professor 
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to manufacture for stock during the dull season. Labor and raw ma. 
terial will have to be paid for whenever the manufacturing is to by 
done. If it is don ring th dull season there will be saving in over. 
head through utilization of plant. On the other hand, manufacture fo, 
stock involves taxes on stored goods, interest on the money invested 
therein and a possible loss through a drop in prices. The reasons for 
and against manufacturing for stock may be about evenly balanced, 
in which case the d conserve an unemployment reserve fund and 
avoid payment of two per cent into it may well be a decisive factor. 
The same line of reasoning holds true for other stabilization devices— 
off-season discounti! liversification of products, and so forth.”® 

In stressing alr existing incentives to regular operation the 
critics of the Wisconsin law have overlooked the fact that regularity 
of operation and the prevention of unemployment are not entirely co- 
incidental. Assume that the desire to avoid the two per cent assessment 
will not induce a g ployer to operate a given line or department 
more steadily than bet He will still be stimulated to conserve his 
unemployment reserve fund by finding other jobs for the workers he 
must lay off-—eithe other departments of his own concern or else. 
where. Or he may decide to reduce hours all around and divide up the 
work, since under the Wisconsin act no benefits are payable to workers 
who are receiving h as half-time employment.” It should be noted 
Commons the stimul ntion of the Wisconsin act depends on the relation 
of the two per cent tion not to costs but to the “margin for profit.” This 
margin for profit th Professor Morton attacks) is ably expounded and 
defended by Professor ‘ ms in one chapter of his forthcoming book, Institu- 
tional Economics, to |} hed by Macmillan in the spring. 

* Some of the ad f a pooled insurance fund assert that the use of “ex- 
perience rating” in sett remium rates under their system can provide an incen- 
tive to prevention jt reat as that afforded by separate company reserves. But 
pooling can enhance the ity of the average worker only by using the contribv- 
tions of the concern v ; unemployment to augment the contributions of the 
concern with more. If ex e rating is carried so far as to assure to the indi- 
vidual concern the ful r from its efforts to achieve regularity then the unen- 
ployment compensati re in fact no longer pooled at all, but kept in separate 
plant reserves. And ( reased protection to the average worker disappears. 
In short, it is a rule of | cal as well as domestic economy that one cannot eat one’s 
cake and have it too 

1 Professor Mort ement to the contrary is based on a misapprehension 4s 
to the provisions of the He states that: “The inauguration of the present law 
would immediately lead t greater relief burden upon the state and counties. Many 
employers who are | ling part-time work for their employees would probably 
feel inclined to reduce their force to a minimum and consequently work a small force 
full-time rather than } premiums on an enlarged group. The Wisconsin law vil 
tend to eliminate the st ering of unemployment—be that good or bad” (p. 8 
American Economic R September, 1933). In point of fact the employer's con- 
tribution under the V si t is calculated as a percentage of payroll and the 
number of persons en kes no difference whatever. And no benefits need be 


paid while at least half-time employment is maintained. 
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that the present incentive for the share-the-work movement is purely 
humanitarian; and, despite much advertising, the practice has been 
far from universal. Perhaps some unemployment can best be prevented 
by concerted action of all the employers in a community. The best way 
is to give each individual a clear-cut financial incentive to codperate. 

In his belief that nothing can be done to prevent prevailing unem- 

ployment Professor Morton is at variance with representative and re- 
spectable business opinion. Says Professor Morton, “As an individual 
he (the business man) is powerless to resist the forces impinging upon 
him except by acting in the conventional manner, by hiring and firing, 
expanding and contracting.’””’? Yet the American Section of the In- 
ternational Chamber of Commerce asserted in 1931: 
Employment regularization experiments of American employers have demon- 
strated unmistakably that the management of every type of business enter- 
prise can exert some measure of control over the economic forces which pro- 
duce intermittent unemployment. These forces vary in intensity. ... Yet 
there is scarcely a line of industry in which some company operating in the 
United States has not effected an appreciable reduction in irregularity of 
employment.”* 


The potency of a company unemployment reserve in promoting regu- 


} larity of employment is attested by the United States Chamber of 


Commerce. “Possibly the chief advantage of an unemployment benefit 
system,” says a report of that body, “is the incentive which it affords 
to the employer to reduce unemployment.””* 

M. B. Folson of the Eastman Kodak Company testified to the same 
effect before a committee of the United States Senate in October, 1931. 
In describing the company reserves set up voluntarily by 16 (later 19) 
Rochester concerns, he declared: 

With the additional incentive provided by the adoption of an unemployment 
benefit plan, employers will undoubtedly strive to find additional means to 
reduce fluctuations in employment, greater efforts will be made to stagger 
production, to seek new marketing methods, and to find new products which 
might be added, so that fluctuations in production could be reduced. Fore- 
men and superintendents will know the cost which lay offs in their depart- 
ments cause, and it will bring home to them the advantages of stabilizing.”® 


The statements of American business men about regularization are 
significant. Even more significant are their achievements. It is fashion- 
able nowadays to scoff at the regularization of such firms as Eastman 


"Op. cit., p. 402. 

*American Section of the International Chamber of Commerce, Employment 
Regularization in the U.S.A., Washington, D.C., 1931, pp. 29-30. 

“Chamber of Commerce of the United States, Balancing Production and Employ- 
ment through Management Control, Washington, D.C., 1930, p. 47. 

“Hearings before Select Committee on Unemployment Insurance, U. 8S. Senate, 
pursuant to S. Res. 483 (71st Congress), 1931, pp. 107-108. 
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Kodak, Dennison, Hills Brothers, Filene’s, etc., to explain that eac) 
one of them is “different” or to point to the failure of some of them t, 
run steadily throughout the worst depression in history. Actually thei 
performance even in this period has been strikingly better than tha 
of unstabilized concerns. And in the preceding decade they constitute 
a notable exception to the prevailing irregularity and violent fluctua. 
tions to be found even in the most prosperous and most rapidly expand. 
ing of industries such as radios and automobiles. Professor Morton 
holds that one concern cannot stabilize in an unstable world, yet ther 
are achievements to refute him in practically every line of industry, 
Moreover, he never considers what might happen if the attempt to 
stabilize were being made all along the line. The Filene store which seljs 
furs in August makes it possible for some furriers to start work lon 


before their normal season. The Packard Company which makes car; 
all the year round helps at least a little to stabilize the steel industry. 
The makers of Thom McAn shoes consume leather at a constant rate 


throughout the year—the effect on the tanneries is obvious. The in- 
fluence of stabilization could also spread in the opposite direction. 


Seasonal price differentials in steel goods might make enough difference 
in costs to swing the balance and induce the makers of automobiles or 
radios to take a chance on manufacturing for stock in off seasons. Even 
today the influence of a single stabilized concern tends to radiate in all 


directions. Multiply the focal points and the stabilizing effect might 
be out of all proportio 
The critics of the Wisconsin law usually admit that something might 


be done to regularize operations within the normal year. But they tend 
to dismiss such an ymplishment rather lightly and to disregard en- 
tirely the possibility that it might in turn operate to reduce cyclical 
or technological unemployment. Yet regularization in normal times clear- 
ly involves a check warranted expansion. Less facilities are needed 
for a given volum steady production than for the same volume of 
irregular producti {nd if under the impetus of legislation on the 
Wisconsin model such regularization became general, would not general 
overexpansion be materially reduced?** Moreover, regular earnings 5? 

An effective argument against assessing the costs of unemployment on specific 
industries and concerns has been made by Professor Paul Douglas (in his Standard: 
of Unemployment Insu é, p. 159) when he points out that industries producing 
consumers goods are far less affected by depressional unemployment than industries 
producing capital goods. Hence, according to his reasoning, compensation funds 
should be pooled and industries which are inherently more stable should help carry 
the load for those which are inherently irregular. Assuming his premise to be true 
there may be a real s ,dvantage in allocating costs correctly as between the 
two types of industrial vity. The higher costs of caring for unemployment in th 
production of capital goods will presumably be reflected in higher prices for such 
goods. This should help at least a little to deter over-expansion of plant by making 
it more expensive, and equently should also tend to prevent over-development of 


industries producing capital goods 
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weeks in the year for the bulk of American wage earners would mean 
regular and sustained purchasing power. That fluctuating purchasing 
power is a cause (as well as a consequence) of the business cycle is 
today very widely accepted. As for technological unemployment, regu- 
larization would reveal whether or not a real surplus of labor existed. 
Other steps for dealing with it, such as shortening hours, might then 
be more readily undertaken. 

So it appears at least probable that a substantial amount of un- 
employment can be prevented. We may concede that the possibility of 
prevention cannot be proved by any method of deductive reasoning. 
But it can be taken as a working hypothesis to be tested experimentally. 
Such is the purpose of the Wisconsin act. That measure proposes to 
use the force of social control not only to afford relief to the unemployed 
but also to give the most effective psychological and financial induce- 
ment to business men to regularize industrial operations. No one can 
say in advance what the result will be. But the stakes in human wel- 
fare are high. Surely the experiment is worth trying, not only in Wis- 
consin but in other states as well. 


IV. Unemployment Compensation and the New Deal 

The Wisconsin act was passed in 1982. Today some critics declare 
that it is outmoded by the enactment of the National Industrial Re- 
covery act. They claim: (1) that we have entered a new era in which 
national action will supplant that by the several states; (2) that we 
have seen the end of our individualist economy—in its place we shall 
have collective action with the industry not the business enterprise the 
unit. Hence it is alleged a state law which gives the individual concern 
a measure of responsibility for unemployment through the device of a 
company reserve is out of date. 

This criticism may be answered as follows: 


(1) So far no national action to provide unemployment compensation 
has been taken. It has not to date been included in any code; more- 
over it is not in any way required under the Recovery act. That un- 
employment compensation will be generally provided through the codes 
seems very doubtful. Whether the National Recovery act is temporary 
or will in some form become permanent of course no one knows. But it 
is by no means clear that we have reached a point where state labor 
legislation should be given up. When we contemplate the general 
federalization of such activity, constitutional doubts loom large 
and administrative difficulties perhaps even larger. Very probably con- 
gressional stimulus to state action through some taxation device will 
prove the more hopeful way of achieving widespread protection for the 
unemployed. Meanwhile it is the part of wisdom for the proponents 
of unemployment compensation to continue with unabated energy the 


arch 
ach 
to 
heir 
hat 
ted 
ua- 
nd- 
ton 
cre 
to 
ell 
ong 
ars 
ry. 
ate 
In- 
nce 
or 
ven 
all 
cht 
ght 
end 
en- 
ical 
ded 
of 
the 
ral 
52 
cific 
ards 
tries 
inds 
arry 
true 
the 
the : 
suc) 
king 
t of 


52 H U. Groves and Elizabeth Brandeis [ Mare} 


campaign for state legislation. State measures can without difficulty be 
made to fit in with any possible national program under NRA or other. 
wise. hey can provide for exemption from the state scheme for any 
concern when and while it is part of an unemployment compensatioy 
system set up by Congress or under an NRA code approved by the 
President. So much for state versus federal action. 

(2) But the second question remains. Does the New Deal render 
obsolete the allocation of a part of the cost of unemployment to in- 
dividual concerns. The National Recovery act does not eliminate the 
individual concern as the unit of production. It merely provides for 
a measure of collective control to be exercised through the medium of 
an organization of individual producers. The individual concern will stil] 
be the unit which hires and fires workers, operates plant or shuts down, 
From the point of view of preventing unemployment, rules affecting 
all producers may prove important. We are beginning to recognize that 
the practices of a cut-throat minority can demoralize a whole industry, 
But to motivate the enactment of such rules, and even more to induce 
compliance with them, it is highly important to preserve a definite 
financial incentive for the individual producer. And this purpose can best 
be served by the company reserve arrangement, regardless of whether a 
state law or an industrial code is involved. 

As for unpreventa inemployment. Even under an economic system 
far more socialized than that created by NRA codes, cost accounting 
on an individual concern basis will still be socially desirable, if not in- 
dispensable. As long as we are interested in keeping costs down we must 
maintain, not obliterate, the distinction between high cost and low cost 
production units. This is done even in Russia. As for the NRA, the 
codes set minimum wages to be paid by every producer in the industry 
to prevent the unfair competition of sweat shops. They do not create a 
pooled fund to supplement the wages paid by sweat shops. Similarly the 
codes might properly require each producer to make reasonable pro- 
visions for his unemployed workers as a part of the minimum standards 
for the industry. 

In short, the basic arguments for the Wisconsin type of unemploy- 
ment compensation remain valid despite the passage of the National 
Industrial Recovery act. Unemployment is still a problem to be met 
by a more adequate system of relief and the utmost effort at prever- 
tion. The best spur to effort both individual and collective and the best 
distribution of the relief burden from the social point of view would 
still seem to be attainable by allocating the cost at least in some mes- 
sure to individual business concerns. 


Haroup M. Groves 
ExizaBETH BRANDEIS 
University of Wis 
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THE EMERGENCY BUDGET OF THE 
FEDERAL GOVERNMENT 


Recent changes in the form of the Daily Statement of the United States Treas- 
ury imply the adoption of a new budgetary policy. The segregation, into a new 
emergency category, of expenditures made in conjunction with the recovery program 
has created the need for a special budget to be financed entirely by credit. The 
elimination of the emergency items from the general outlay has enabled the Treasury 
to approach a balance between expenditures and revenues. Analysis of the recovery 
appropriations shows that their magnitude, the uncertain circumstances surrounding 
their payment and the nature of the control exercised over their disbursement made 
it advisable to abandon the old unified single budget system. It is difficult to absorb 
economic programs into the scope of ordinary budget procedures. The new budget 
does not carry with it the usual undesirable features associated with extraordinary 
budgets; there are no objectionable credit manipulations, no unwarranted distinc- 
tions between different fiscal items; and there is no attempt at concealment. It is 
necessary however to guard closely a system of multiple budgets against the adoption 
of ill-advised measures. 


The fiscal effects of a recovery program involving the expenditure of 
billions of dollars cannot be measured in terms of the ordinary financial 
activities of a government. The very nature of the economic legislation 
which accompanies such a broad and comprehensive plan implies the 
use of extraordinary procedures. There was, therefore, only a small 
element of surprise in the announcement of changes in the accounting 
methods of the federal government. These are more than modifications 
in the bookkeeping procedure. They involve major reforms in the budg- 
etary system and as such are worthy of greater interest than has been 
shown by both the general public and the academic world. 

The vehicle for displaying the new budgetary policy is the Daily 
Statement of the United States Treasury. For each business day of the 
year there is issued a detailed analysis of the assets and liabilities, re- 
ceipts and expenditures, public debt status and significant monetary 
and central bank data of the government. The scope of this official pub- 
lication as well as the regularity and promptness of its appearance are 
responsible for the broad interest displayed in it by the financial press 
of the nation. The enviable position of the United States as a successful 
borrower receives no small measure of support from the widespread 
confidence which such a policy of publicity instills. 

A delay of several days in the publication of the Statement for July 1, 
1933, lent credence to the rumors that the opening of the new fiscal 
year would be accompanied by changes in the form of the Statement. 
When finally issued the Statement did in fact display new methods of 
arrangement and announced that: “Beginning with the issue of the Daily 
Statement of the United States Treasury for July 1, 1933, several im- 
portant changes have been made . . . with respect to exhibiting the 
receipts and expenditures of the government.” These changes, as well 
as their background and significance, are described below. (‘The tables, 
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as appearing in the old and the modified Statements, are presented jp 
the appendices. ) 

Under the 1933 methods (budget and fiscal periods are known by 
reference to the calendar year in which they end), federal expenditures 
were arranged under the headings of “General Fund” and “Special 
Fund.” The sums out of which these expenditures were made constituted 
the basis of the distinction. The “new” 1984 Statements consolidate these 
under a single heading of “General and Special Funds” which covers the 
entire table of the “Comparative Analysis of Receipts and Expendi- 


tures.” There is no indication in the new set-up how these funds are al- 
located between the general and special categories. A new and more 
significant basis for classification of expenditures has been introduced, 
the groupings now being under “General” and “Emergency” labels. This 
subdivision of the federal outgo justifies the accusation that the United 
States has abandoned its unified single budget for a system of multiple 
and extraordinary budgets. This calls for detailed analysis. 

The regular departmental service expenditures are included as before 
under the “General” category. Previously they were given as a lump sum, 


the item “General” being merely a sub-heading under the expenditures 
from the general fund. The new Statement calls for a segregation of the 


outlay for national defense (Army and Navy), Veterans’ Administra- 


tion, the construction of public buildings by the Treasury, and river 
and harbor work. The other sub-headings for postal deficiency, public 
debt service, etc., appear as before. The reason for singling out four 
features of the departmental expenditures for individual recognition is 
found in the fact that these items have been split into both the “Gen- 
eral” and “Emergency” categories and no totals would be available 


unless they were taken from the departmental sum and isolated. An- 


other feature of the “General” group is the insertion of certain items 
of the “Emergency” program, namely the Agricultural Adjustment Ad- 
ministration (A.A.A.). The reason for this anomalous inclusion will be 
found in the discussion of revenue changes below. 

The new “Emergency” group is recruited from four sources. First, as 
we have seen above, some old service outlays have been partly taken over 
by the “Emergency” category. The portion which is still subject to 
the regular departmental procedure is kept in the “General” group, while 


that portion which appears in the new list, comes under the federal 
Emergency Administration of Public Works. Except for Veterans’ Ad- 
ministration, these items all relate to construction. Second, a group of 
expenditures, including public highway construction and the Boulder 
Canyon Dam project are taken wholly from the old Statement “General 
Fund” group. Third, expenditures made by the quasi-public Reconstruc- 
tion Finance Corporation (R.F.C., January 22, 1982, C. 8, Art. 1, 47 
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Stat.) previously kept out of the accounts (with the exception of 
500,000,000 for payment of proceeds of sale to the Treasury of the 
Corporation’s capital stock) are now wholely included. Fourth, the re- 
covery program contributes the bulk of the new category, as the ex- 
penditures called for by the main legislative enactments are all herein 
contained. The Federal Emergency Administration of Public Works, 
the Administration for Industrial Recovery (N.R.A.), the Agricultural 
Adjustment Administration, the Farm Credit Administration and the 
Administration of Emergency Conservation Work are those that are 
most familiar. 

The Treasury Statement follows the example of the federal budgetary 
documents in placing the emphasis on the expenditures. The revenue side 
of the Statement, now as before, lists the governmental income in a few 
broad categories and makes no detailed analysis by tax types. (Such 
information is periodically issued by the Internal Revenue and other 
bureaus of the Treasury Department.) The new revenue listing, besides 
the consolidation of “General and Special Funds” to which the entire 
analysis is subject, shows therefore only one feature of the new program. 
This is the addition of another sub-category under the Internal Revenue 
heading for the “Processing Tax on Farm Products.” These taxes are 
new and their inclusion must be considered as a normal addition rather 
than a modification. 

The special characteristics of these processing taxes (so called be- 
cause they are levied against those engaged in processing farm prod- 
ucts) call for some explanation. The recovery program relies upon the 
use of taxation to cover only a small part of its expenditures. The legis- 
lation permitting the sale of non-intoxicating malt beverages (3.2 per 
cent beer, approved March 22, 1933, C. 4, Art. 1, 48 Stat.), and which 
may be justly considered an element in the recovery plan, carried with 
it tax measures. The funds from this source are absorbed into the “Mis- 
cellaneous Internal Revenue” category. Equally the National Industrial 
Recovery act (approved June 16, 1938, C. 90, 48 Stat.) included provi- 
sions for levying three re-employment and relief taxes—tax on divi- 
dends, capital stock tax and excess profits tax—which are likewise car- 
ried under the existing “Income Tax” and “Miscellaneous Internal 
Revenue” groups. Finally, there is the Agricultural Adjustment act pro- 
viding for processing taxes (approved May 12, 1933, C. 25, Art. 9, 48 
Stat.) on agricultural and stock products. As has already been stated, 
their inclusion in the revenue column raises several special problems. These 
processing taxes represent a new element in the federal fiscal policy: 
namely, the assignment of specific tax revenues for a designated pur- 
pose. The sub-title of the A.A.A. indicates clearly that such a policy is 
being pursued: “An Act to relieve the existing national economic emer- 
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spective deficit. If a poll tax, for example, were suggested by the Presi- 
dent for this purpose we should be faced with the same situation as we 
are with our three unemployment and relief taxes. The expenditure (in 
the N.R.A. instance the debt service charge) is not omitted, save for 
bankruptcy, in case the taxes fail to yield any revenue. Furthermore 
the Act authorizes the flotation of the debt which would incur the serv- 
ice charges under discussion, but does not make the debt increase man- 
datory, while the taxes are collected and placed at the disposal of the 
Treasury for general purposes regardless of any other circumstance. It 
is evident, therefore, that the Recovery program adopted during the 
last session of the Congress calls for only one case of a specific-use as- 
signment. 

The other tables given in the Daily Statement, including the detailed 
summaries which appear the fifteenth of each month showing classified 
receipts and expenditures, and the daily non-cumulative receipts and 
expenditures, show corresponding changes. In the last mentioned Daily 
income and outgo table it is interesting to note that the old Statement 
made a distinction, on the revenue side, between ordinary and public debt 
receipts, while the new form abolishes this. 

The completion of the first five months of the new fiscal year has not 
given us an opportunity to determine decisively the effectiveness of the 
new policy. It has, however, in terms of its limited scope, almost enabled 
the Administration to claim a “balanced budget.” It is problematical 
whether or not the Administration should be taken to task for failure 
to include the qualifying phrase of “by virtue of the new bookkeeping.” 
On December 1, the Daily Statement showed total receipts of 
$1,144,409,786.62 and general expenditures of $1,221,805,904.45. The 
rather poor showing of the quarterly income-tax payment failed to in- 
crease the deficit, “new style.” During the same five-month period the 
emergency column showed only $725,108,064.30, giving a total expense 
of $1,946,918,968.75. The deficit of $77,3896,117.83 would under the 
old procedure have been a deficit of $802,504,182.13, less the R.F.C. 
items. It is noted that comparisons cannot be made with the figures as 
they appear in the Statement because of the R.F.C. inclusion. The 
Treasury should have made it possible for comparative studies to be 
made with greater accuracy than at present as the usual procedure is 
to accept the Treasury figures without further reckoning. The Treas- 
ury now merely advises against comparing the given figures. 

It is estimated that for the remaining seven months of the year the 
small “deficit” will disappear. General expenditures show no great sea- 
sonal variations, while the distribution of income-tax payments in quar- 
terly installments removes any tendency for marked unevenness on the 
revenue side. The repeal of the prohibition amendment has added an 
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amount of revenue which is expected to be greater than the yield of the 
N.R.A. taxes which are to be eliminated at stated intervals after Decem. 
ber 5. Unless the unexpected element arrives, our federal finances yj] 
undoubtedly enter a self delimited “Promised Land.” 

It is apparent that at the present rate of growth the emergency 
budget will add less than a billion and a half dollars to the public debt, 
but it is equally evident that the pattern of these expenditures yjl] 
change considerably. The rate of growth will be accelerated as allotted 
funds are actually spent. The largest potential item, the public works 
program, shows on December 1 only $185,263,864.44 although over 
three billions will have been allotted. The real test will, therefore, come 
when the government will have to maintain its credit in order to finance 
the emergency budget. The theory which is relied upon is that the con- 
fidence created by the balancing of the regular budget will enable the 
Treasury to withstand the fresh test of its credit. 


Having described the scope of the new policy and its results, we turn 
now to a discussion of the reasons for its adoption, its justification and 
its significance. 

During the campaign waged prior to the presidential election in the 
fall of 1982, much interest was shown in the state of the federal finances. 
The incumbent Republican Administration allocated the blame to fac- 
tors outside of its control and defended its policies, while the Democratic 
nominee made no small capital of the fact that the policies of his op- 
ponent had resulted in a series of deficits of colossal magnitude. Gover- 
nor Roosevelt, furthermore, severely criticized President Hoover for 
not having included all the expenditures of the R.F.C. in the Treasury 
figures; he added these to arrive at what he considered the true deficit. 
On both sides the usual political promises to balance the budget were the 
order of the day. After the election of Governor Roosevelt and his inaugu- 
ration as President, his efforts were turned toward the budget problem. 
The balancing task did not, however, appear as an attainable achieve- 
ment. For, notwithstanding new tax measures and a radical program of 
expenditure curtailment, the Treasury was faced with a formidable array 
of new payments. These were the expenditures called for in the various 
legislative enactments adopted in the economic recovery drive. 

The President’s decision was, from the start, not difficult to compre 
hend; for he repeatedly emphasized that he could not, for the purposes 
of balancing the budget, consider extraordinary expenses as falling in 
the same category with what he varyingly described as the current, or- 
dinary, regular, normal or routine costs of government. The enormous 
sums involved in the emergency expenditures made it evident that unless 
these were isolated, deficits of unprecedented size would result in the regu- 
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lar budget. A further indication of the policy the Administration intended 
{o pursue Was seen in the analogy between the cost of the recovery pro- 
sram and our war-time expenses. President Roosevelt on several occasions 
expressed the view that peace-time emergencies were to be funded over a 
jong period as was our war outlay. The rapidity with which the public 
debt was growing since the beginning of the depression gave a certain 
hasis of similarity to the recovery and victory efforts. 

The new Administration was now subjected to the same type of 
criticism that it had levied against its predecessors in office. That is, the 
continued exclusion of the R.F.C. was now used by the Republican 
minority to attack any statements made regarding the amelioration 
in the state of the finances. 

It was, therefore, evident to those concerned that some step would 
have to be taken to revise the budgetary system. June 30, 1933, mark- 
ing the end of the last fiscal year in which the Republican administration 
had shared and opening a new period entirely under the control of 
the present régime, offered an excellent opportunity for the contem- 
plated modifications. The actual work has been attributed to Dean Ache- 
son, then the Acting Secretary of the Treasury and Lewis W. Douglas, 
Director of the Budget. 

Under the federal “Budget and Accounting act of 1921” (L. 20, 42 
Stat.) the President, through the Bureau of the Budget, which is direct- 
ly under his control and responsible only to him, is given the sole power 
of preparing and submitting the fiscal program. The legislative sanction, 
in the form of voting his program, does not have to be given to the 
changes herein discussed. In their present state, they are of no legal 
significance, as they are only expressed in the form of an alteration in 
the mode of exhibiting the receipts and expenditures. In the early part 
of 1934, when the 1985 budget is submitted, there will no doubt be an 
expression of opinion on this matter if its use is attacked by the op- 
position in Congress. However, the American legislature, contrary to 
the procedure of the French and Italian Parliaments, votes only specific 
expenditures, authorizations and appropriations in addition to revenue 
legislation; and no opportunity is given to Congress to vote the budget 
as a whole. Furthermore, although there are provisions in the law re- 
quiring the President to recommend means towards the balancing of 
the budget, there is no indication as to what these must be. There is 
also no necessity for Congress to carry out his recommendations or to 
balance the budget at all. One can see, therefore, that no legislative ap- 
proval of the steps already taken will be needed. 

It is safe to conclude that for a great many purposes the present ar- 
rangement will lose its significance. One feature which will be unaffected 
is the public debt, as there is no reason to believe that the new policy 
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will in any way segregate or attempt to allocate the public credit t - 


any other debtor than the United States government. On the contrary Ty 
the new policy carries with it an added feature which provides hes (Ju 
daily summary showing the net effect of all receipts and expenditures of wr" 
the government on the gross public debt. The reader will note in the a 
new Statement shown in the Appendix II a line showing “Public debt er 
(this date).” Such a figure was not given in the old Statement. Agricul 
A further indication of the fact that for some purposes the accounts e 
are still considered in a unified form is seen in the very provisions of th war 
(M 
N.R.A. itself. The taxes which it imposes and labels as re-employment 
and relief taxes are temporary. Their termination is fixed at no specified ee 
date but depends on two contingent events. One of these, the repeal of wer 
the eighteenth constitutional amendment has already been achieved, act ( 
Four levies become ineffective as of the following dates: January | progr 
1934, the five per cent dividend tax, excess profits tax and the one hal are 
cent sales tax on gasoline; July 1, 1984, the capital stock tax. The and i 
other contingency mentioned is the attainment of a balanced budget. am 
In the words of the Act, “the taxes automatically terminate with the one 
close of the first fiscal year ending June 80 of any year after the year » , 
1983, during which the total receipts of the United States (excluding ond 
public-debt receipts) exceed its total expenditures (excluding public 
debt expenditures other than those chargeable against such receipts).” —_ 
(Sec. 761-4a, Rev. act of 1932.) The courts would no doubt hold that _ 
the legislation here does not contemplate consideration of any arbitrary _ 
line of demarcation between certain expenditures and others. anh 
One can say, therefore, that in view of the fact that the modifications a 
in their present form do not legally signify, though they may imply, $12, 
changes in our fiscal policy, there can be no question of their acceptance ant 
or non-acceptance. Only rejection of the recovery plan itself by the a 
judiciary, can be taken as a basis for discarding the new methods. ne 
The fiscal year of 1933 ended with a deficit of $1,786,218,717; while T 
during the same period the public debt grew from $19,487,002,444 to tna 
$22,538,672,560, an increase of $8,051,670,116. (The discrepancy isac- 
counted for by the fact that only $500,000,000 of the $1,277,038,161 wee 
which the R.F.C. spent, is included in the budget figure and by the in- te 
clusion in the budget of over $400,000,000 for debt retirement. In addi- liqui 
tion to this the gross debt shows change to the amount of the monetary — 
issues outstanding. ) 
There was no doubt that the budget of the new fiscal year would, even oe 
if R.F.C. figures had been included, surpass by a large amount the - 
1933 budget of $3,865,915,458. The National Industrial Recovery aa 
act alone carried provisions for a public works expenditure of a 


$8,300,000,000 in addition to the regular departmental estimates. Other 
items included: 


lief 
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(March 31, 1983, C. 17 Art. 6, 48 Stat.) 

(June 18, 1933, C. 64 Art. 1, 48 Stat.) 


(June 16, 1983, C. 98 Art. 1, 48 Stat.) 


Federal Home Loan Banks .........eseeeeeecceecceseneceecees .. 100,000,000 
(July 22, 1982, C. 522 Art. 1, 47 Stat.) 

(May 12, 1983, C. 25 Art. 9, 48 Stat.) 

Tennessee Valley Authority .....cccccccscsssccscceccccnerereseerseces 50,000,000 


(May 18, 1933, C. 82 Art. 15, 48 Stat.) 


The R.F.C. was further authorized to lend $200,000,000 to the Farmer’s 
Loan Commissioner, under the terms of the Emergency Farm Mortgage 
act (May 12, 1988, C. 25, Art. 82, 48 Stat.). The previous R.F.C. 
program was still in force and was further supplemented by the authori- 
zation granted to the corporation to purchase preferred stocks of banks 
and insurance companies. 

Added to these is the assumption of a contingent liability by the gov- 
ernment of over $2,000,000,000 through the guaranteeing of loans for 
the Home Owner’s Loan Corporation and the Farmer’s Loan Commis- 
sioner. Bank insurance means a further liability involved in a guarantee 
of deposits which may reach over $2,000,000,000. There are additional 
items such as the cost of conservation work, which have not been men- 
tioned. One need not hesitate to state that the government outlay, in- 
volved in the recovery program which was adopted by the legislature be- 
fore June 80, 19338, threatened literally to swamp the entire fiscal struc- 
ture. The financing of “The New Deal” is said to involve some 
$12,000,000,000. The magnitude of these items alone is sufficient justi- 
fication for their segregation. These sums demanded the adoption of 
some new fiscal mechanism, inasmuch as the R.F.C. had already shown 
that the ordinary procedure could not cope with extraordinary items. 

There are, however, several other reasons which lead us to conclude 
that the Administration was justified in drawing the line between emer- 
gency and other expenditures. First, it is difficult to view the outlay 
for the recovery program as true government expenditures, as the major 
portion consists of advances to public and private bodies for self- 
liquidating construction work. Another share is composed of loans to 
commercial, financial and industrial enterprises ; and in both these groups 
there is the possibility that the funds, either wholly or in part, will be 
repaid. Furthermore, the government receives obligations of the debtors 
and has the possibility of carrying on banking operations to its own 
advantage with them. 

On the other hand, some of the expenditures are not advances made 
in anticipation of future receipts. This category includes outright re- 
lief payments, purchases of commodities for distribution and non-self- 
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liquidating publi: rks. Here the payments are considered as being 
made but once a! e do not compare with recurring government ey. 
penditures. They the kind of expenses which constitute the usu 
special budget utegory 

Only a minor portion of the emergency group may be considered the 
equivalent of regular expenditures. These include salaries and adminis. 
tration expenses and exist solely by virtue of the accompanying emer. 
gency payments. It is, therefore, not unreasonable to withdraw thes 
expenditures on the ground of their character. They mostly represen 
financial operations made under government auspices and do not measure 
the cost of government 

Second, it was evident that these emergency items were of a contingent 
character and that not all of the great sums involved would be disbursed 
in the fiscal year of 1934. The ordinary expenditures in the federal 
budget are merely permissions to spend and not mandatory orders to do 
so. Not excepting « wide sweeping economy measures, usually a 
major portion of the authorized expenditures will be made up to the 
limit of the appropriations. But in addition to this feature the emer- 
gency items wer o the time limitation necessitated by the mo- 
bilization of the Administration for their actual outlay. The program 
contained several items, furthermore, which were not definitely accepted 
by the Administration; the use of the Deposit Insurance Corporation 
privileges were | from the start. In addition, the entire plan 
was in danger of being scrapped if a marked upward trend of business 
had taken place. We may, therefore, state that the uncertain nature of 
these expenditu: doubt as to when they would be made, if at all, 
and the fluctuations in their magnitude, distinguished them from the re- 
curring departmental service items. 

Third, the segregation is warranted on the grounds that the type 
of control which is e: sed over the emergency outgo differs from that 
related to the regular expenditures. Rigid civil service requirements, 
standard salary schedules, strict budgetary and warrant procedure, and 
the usual formalities accompanying the letting of contracts for public 
enterprises are all eliminated or modified. Many other features character- 
istic of our government economy are absent. Control, such as we are 
accustomed to in government operations, is relaxed. Speed, the cutting 
of red tape, the granting of centralized individual power and the definite 
linking of these items to specific economic measures to which they are in 
the final analysis subservient are all attributes lacking in the case of 
the general type of expense. 

Fourth, it is known that a definite economic philosophy lies behind 
these expenditures. They are endowed with characteristics of an ¢x- 
pansion policy and herald a new era in public spending. The budget 
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,ightfully should be kept apart from this kind of situation. Economy, 
retrenchment, efficiency and exactness must remain now, as ever, the 
motto for budgets and government spending as such. The accepted con- 
cepts of efficient public budgeting cannot be reconciled with the proce- 
dures which are employed in making the emergency expenditures. 

Fifth, the United States, together with other nations possessing fed- 
erated forms of government, is in a peculiar position. Our citizens con- 
tribute to three or four governmental units which have marked degrees 
of fiscal autonomy, and are, therefore, interested in the balancing of 
more than one budget. Deficits in the federal budgets set a dangerous 
precedent, as do any other departures from correct budgetary proce- 
dure. It is vital that some type of balance be achieved in our federal 
fnances, because, apart from the monetary and credit implications, the 
continuance of a deficit economy may undermine confidence in govern- 
ment, and react unfavorably upon the budgets of the political sub- 
divisions. These, being local and hampered by legal restrictions, are not 
ina position to follow in the steps of the federal budget were it to choose 
falling in line with the new and variable policies rather than retaining 
a strict, though only partial budgetary system. 

Sixth, and finally, our entire budgetary philosophy is antagonistic in 
its present form, to the inclusion in its scope of such factors as are as- 
sociated with the recovery program. Governments like those in Russia 
and Italy, which have taken into their regular framework the media 
for state economic intervention, are in a better position to include eco- 
nomic legislation in their budgets. Fascist Italy has absorbed such fac- 
tors as non-monetary industrial levies and monumental public works pro- 
grams into its budget; while Soviet Russia carries out its entire eco- 
nomic program with its many ramifications solely through the annual 
budget. On the other hand, Germany has not had an enviable experi- 


® ence in the placing of a large social and economic program through the 


regular fiscal procedure. Both England and France have learned that 
the ordinary kind of budgetary control is not successful in treating 
with the large number of people who come under social insurance bene- 
fits. A good example of the difficulties which are met with when the at- 
tempt is made to move economic policies into budgetary procedure, is 
seen in our own recovery program. There has been in the recent past, 
considerable friction between General Hugh Johnson, the N.R.A. ad- 
ministrator, and our budgetary authorities because the federal offices 


| do not maintain the hours, and pay the wage scales adopted by private 


industry. The federal employees have had their employment terms fixed 
in the budget schedules; and the Comptroller is unable to sanction wage 
increases or any other changes. 

The fault or the difficulty, whichever way one chooses to look at the 
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situation, may the mechanism of democratic government rather MMM yt has | 
than in the inflexibility of the fiscal procedure. The fact remains, hoy. tion to 
ever, that economic salvation must be sought outside the budget. Premie ne 
Daladier of Fra vainly requested a special procedure in order t, nomic 
carry through his budget which was linked with an elaborate economic portra 
program to sup] the gold-franc. It is recalled that the 1926 gaye. At 
the-franc effort was accompanied by an “exceptional” budgetary pro- ciple h 
cedure. We can summarize by concluding that the reforms which wer ng ta 
instituted are to be regarded as almost inevitable under the existing cir- the bu 
cumstances. The u 
The reforms, though officially announced as a change in the book. an ec 
keeping methods, were quickly labelled by the press of the nation a; accur 
heralding the adoption of a “double budget.” One is at a loss to explain The | 
why the suggestion of the Statement was not taken, and why the nex i“ 
set-up was not labelled as an “Emergency Budget.” The name, though order 
important in measuring the public reaction, does not play such an in- parec 
portant réle as does the actual feeling regarding the new policy. The om 
term “Extraordinary,” when associated with budgets, has in the post- tion. 
war period be ken to connote unhealthy finances. The pre-war hao? 
fiscal theorists used the term in connection with long-term capital ex- a 
penditure budgets, and omitted any implication of a disordered treasury atter 
condition. The a ition has been made that the new policy implies lines 
the post-war type. It will not be difficult to refute these charges. A 
It is evident that the modified policy was accepted in the face of an bud; 
ameliorating condition. The federal credit was at its best, revenue yields -™ 
were beginning to approach estimates, and the general tenor of the sit 
finances were, at 1 eginning of the new fiscal year, showing improve- ad 
ment. There is, in | terminology, no circumstantial evidence to uphold 7 
the accusation. ‘] nination of certain expenditure elements tended - 
to accelerate the natural balancing process rather than to bring about -" 
a balance by forcible means. The same reforms would have had to be we 
viewed with sus icion in 1931 and 1932; they are not so received in 1933. om 
Several vices are known to accompany extraordinary budgets. The for 
first is their use in permitting the carrying out of projects eliminated or = 
rejected from the ordinary budget. Such practices imply misrepresenta- " 
tion. In our own case, it is true that we have carried into the emergency af 
budget construction programs which were curtailed in the regular budget 
because of retrenchment policies, and have re-employed, for the ad- in 
ministration of the recovery plan, civil servants who were dismissed be fin 
cause of economy measures growing out of the general budget. In regard st 
to the latter matter a great deal of confusion exists and something ap oe 
proaching a public issue has been raised. Nevertheless it cannot be said bi 


that these actions indicate an attempt to mask any objectionable deeds. 
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Ithas been the avowed purpose of the legislature and of the Administra- 


how ion to carry out these plans in the above mentioned manner, and there 
‘ettier MMM ;; no element of concealment. The criticisms must be aimed at the eco- 
ler to omic philosophy of the recovery plan, not at the mechanisms which 
nomic 


portray them in their true light. 

~ At this point it might be similarly charged that a budgetary prin- 
ciple has been violated in the dedication of the revenues from the process- 
ing taxes. Here, as in the above case, the decisive influence has not been 
the budgetary procedure, but the A.A.A. and its motivating ideology. 
The use of specifically assigned funds may be subject to criticism from 
an economic or a tax administrative viewpoint, but the budget which 
accurately portrays the accepted policy cannot be the point of attack. 
The budget is fundamentally merely a device for conveying a fiscal, 
economic or political program; and it is subject to close scrutiny in 
order to determine if the desired program is properly formulated, pre- 
pared and executed. It is, however, a misapprehension to levy the criti- 
cism involving the basic policy, at the vehicle employed for its interpreta- 
tion. In this particular instance a tax policy of highly doubtful value 
has been incorporated into the recovery plan. The budgetary procedure 
is, therefore, not subject to any criticism because, not only is there no 
attempt to conceal, but on the contrary, the whole matter has been 
brought into glaring prominence. 

A second unfavorable element which we associate with extraordinary 
budgets is secrecy. In times of war and for certain definite purposes 
usually coming under the heading of diplomacy, this factor becomes a 
virtue. Ordinarily, however, the whole value of a budgetary procedure 
is denied by the hiding of the real situation. One can easily reject this 
charge against our new policy. All revenues and expenditures appear 
now as before in detail and in exact amounts. As a matter of fact, it 


<* may be said that the new policy, because of the inclusion of the R.F.C. 
193 into the accounts, stands superior to the old unified system as regards 


comprehensiveness and publicity. There is no justification whatsoever 
for the notion that the new policy screens or covers any unpleasant cir- 
cumstance. The uninitiated may be inclined to emphasize the same situa- 
tion in a different light. This is again the expressed intention of the Ad- 
ministration; no veil of secrecy need be lifted to discover this. 

Third, the extraordinary budget has the reputation of being as- 
sociated with manipulations of the public credit. One is accustomed to 
find some type of borrowing which cannot weather the strong light be- 
stowed on the ordinary budget. The confidence in the public credit is 
used to finance operations not worthy of that privilege. Our emergency 
budget is a credit budget. It is financed by the means of borrowing, and 
was created with the express purpose of segregating expenditures of that 
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type. This featur ist be judged on the merits of a Pay-as-you-g, 
argument; but once a borrowing policy has been accepted, the presen; 
procedure is beyond reproach. Now, as before, the debt created by th 
government for all purposes is given the same recognition and receive 
nothing more or nothing less than the promise of the United States t, 
carry out the terms set forth. The emergency budget does not involve 
any objectionable credit features other than the creation of the deh 
itself. Expenditures of both categories, wherever they are not matched 
by current revenues, bring about the same kind of debt increase, The 
similarity holds for all features of the borrowing and recording policies 
A fourth objection to extraordinary budgets is the difficulty of find- 
ing adequate criteria for distinguishing between various categories of 
expenditures. In our own case we feel justified in stating that the line 
of demarcation between the emergency and the regular outgo is not with. 
out a factual basis. This is, however, usually the case with most multiple 
budget systems at their inception. But almost inevitably economic pres- 
sure, political expediency or even unintended misapprehensions are re. 
sponsible for the breakdown of the standards used in the original segre- 
gation. Some paz ir feature of almost every government expense 
item can be made to appear as an extraordinary, emergency or capital 
item. It is not long before the legislator learns of the great ease with 
which revenues are balanced against only a limited portion of the ex- 
penditures. The t ition to arrive at a fiscal equilibrium by means 
of further expenditure segregation is very great, especially when th 
necessary mediun idy present. The emergency budget, therefore, 
is in this respect a potential if not an actual danger. The abandor- 
ment of the unified single budget constitutes in itself a menace, and the 
new procedure mu sely guarded; it is the point of introduction 
for the human el ind is an open invitation to disordered finances. 
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APPENDIX I 


Datty STATEMENT OF THE UNITED Srates Treasury 


RECEIPTS AND EXPENDITURES THIS DAY 


RECEIPTS 


Statement 
June 15 


Statement 
Sept. 15 


rnal-revenue receipts 
tax 
laneous internal revenue 
receipts 
laneous receipts 
Total ordinary receipts 
debt receipts 
nce previous day 


Internal-revenue receipts 
Income tax 
Miscellaneous internal revenue 
Processing tax on farm products 


Customs receipts 
Miscellaneous receipts 
Trust fund receipts 
Balance previous day 


TOTAL 


EXPENDITURES 


Statement 
June 15 


eneral expenditures 
rest on public debt 

Refund of receipts 
nama Canal 


TAL 
bt expenditure 
ion Finance Corp. 
nee today 


Statement 
Sept. 15 


General expenditure 
Departmental 
Interest on public debt 
All other 


Emergency expenditure 

Trust-fund expenditures 
Public debt expenditures 
Balance today 


TOTAL 


APPENDIX II 


Datty STaTEMENT OF THE Unrrep Srates Treasury 


COMPARATIVE ANALYSIS OF RECEIPTS AND EXPENDITURES 


GENERAL FUND 
June 15 


RECEIPTS: 
Internal revenue 
Income tax 
Miscellaneous internal revenue 
TOTAL 
Customs 
uiscellaneous receipts 
‘Toceeds of government owned securities 
Panama Canal tolls, ete, 
Other miscellaneous 
TOTAL 


GENERAL AND SPECIAL FUNDS 
September 15 
RECEIPTS: 
Internal revenue 
Income tax 
Miscellaneous internal revenue 
Processing tax on farm products 


Customs 

Miscellaneous receipts 
Proceeds of government owned securities 
Panama Canal tolls, etc. 
Other miscellaneous 
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EXPENDITURES: 
General 
Public debt 
Interest 
Sinking fund 
efund of receipts 


Adm 
Agricultural mark 
Distribution of wh 
Adjusted-service cer 
Civil service 
Foreign service re 
District of Colum 

TOTAL 

Excess of receipts 

Excess of expendit iY 


SPECIA 
RECEIPTS 
Applicable to pul 
Principal-foreig 
Interest-foreig1 
From ta 
From 
From 
Other 
TOTAL 
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forfeit 


EXPENDITURES: 
Public-debt retirem« 
Other 

TOTAL 

Excess of receipts 


Excess 


SUMMARY 

Total general fund 
Total special fund ré 
TOTAL 
general fund 
special fund 
TOTAL 
Excess of receipts 
Excess of expenditures 


Total 
Total 


TRUS 
RECEIPTS: 


expenditures 


District of Columbia 


Govert life 
Other 
TOTAL 
Excess of receipts or 
Excess of expenditu 


iment 
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APPENDIX II, continued 


STATEMENT OF THE Unrrep States Treasury 
TIVE ANALYSIS OF RECEIPTS AND EXPENDITURES 


EXPENDITURES: 
General 
Departmental 
Public-building construction 
Treasury Department 
River and harbor work 
National defense 
Veterans administration 
Adjusted service certificate fund 
Agricultural Adjustment Administratio, 
Farm Credit Administration 
Agricultural marketing fund 
Distribution of wheat and cotton for relic: 
Refunds of receipts 
Postal deficiency 
Panama Canal 
Subscription to stock of federal land banks 
Civil service retirement fund 7 
Foreign service retirement fund 
District of Columbia 
Interest on public debt 
Public-debt retirements 
8 Sinking fund 
Purchases and retirements from fo; 
ts eign repayments 
Received from foreign governments 
under debt settlements 
Estate taxes, forfeitures, gifts, etc 
TOTAL 


and Sites, 


EMERGENCY 


Federal emergency administration of public 
works 

Administration for industrial recovery 

Agricultural Adjustment Administration 

Farm Credit Administration 

Administration of emergency 
work 

Reconstruction Finance Corporation 

Tennessee Valley Authority 


TOTAL 


conservation 


TOTAL EXPENDITURES 


Excess 
Excess 


of receipts 
of expenditures 


SUMMARY 


Excess of expenditures 
Less public debt retirements 
Excess of expenditures (excluding public debt 
retirements ) 
Trust funds, excess of receipts over expend 
tures 
g TOTAL 


Increase (+-) or decrease (—) 
fund balance 

; Increase (+) or decrease (—) in public debt 

Public debt at beginning of month or year 

Public debt this date 


in general 


Trust FunpDs 


Receipts 

Expenditures 

Excess of receipts or credits 
Excess of expenditures 
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oN THE ALLEGED CONCENTRATION OF ECONOMIC POWER 


This article presents critical comments upon certain aspects of the statistical 
analysis used by Professors Berle and Means in their discussion of the concentration 
of economic power in a small list of large corporations. My two principal points are: 
that the authors treat all non-financial corporations as a single class in their analysis, 


That 


with the result that they fail to reveal the dominant influence of the public utilities 
including railroads) upon their statistical findings and faii also to bring out the 
eat diversity in degree of concentration among various lines of industry; and 
‘hat, by confining their analysis of the income data to corporations earning net in- 
come, the authors are using a sample which presumably is not adequate or repre- 
sentative and concerning the adequacy or representativeness of which they present 
no evidence. Less important points include: the authors’ use of different measures of 
wealth in comparing the rate of growth for different classes of corporations, and their 
treatment of “medium-sized” corporations as a significant class. These, and numerous 
minor points, force me to the conclusion that their statistical argument does not con- 
stitute a scientific proof. 


There appeared in this Review about three years ago an article in 
which Mr. Gardiner C. Means presented certain statistical measurements 
purporting to show the place of large corporations in American economic 
life.’ More recently an elaboration of this statistical analysis, with cer- 
tain related statistical materials, has been presented in Chapter 3, “The 
concentration of economic power,” of the volume on T'he Modern Cor- 
poration and Private Property by Adolf A. Berle, Jr., and Gardiner C. 
Means.” 

The present article undertakes to comment upon certain of the sta- 
tistical materials used in the above-mentioned studies, and upon the 
authors’ interpretation of those materials; it is not a review of the 
entire volume by Berle and Means—I do not feel competent to write a 
general review of the volume. I have however examined the other chapters 
of the book sufficiently to satisfy myself that they contain nothing which 
reduces the force of the comments presented herein relative to Chapter 8. 

One who has engaged in the study of corporation statistics, and has 
been caught or has caught himself in serious blunders while seeking to 
interpret such statistics, is disposed to be lenient in criticizing attempts 
by other investigators to draw useful inferences from the corporation 
data. When however such data are used by investigators to support 
extraordinary findings, which are presented in a confident tone, and in a 
way likely to influence public opinion and to create in the public mind a 
conviction that the said findings rest upon a secure foundation of 
statistical proof, all qualified workers in the field are justified in making 
a searching examination of the statistical evidence. When, furthermore, 
the extraordinary findings apparently enter into the thinking of impor- 

‘“The Growth in the Relative Importance of the Large Corporation in American 


Economie Life,” American Economic Review, March, 1931, pp. 10-42. Hereinafter 
designated “Review article.” 


*New York, Macmillan, 1982. Hereinafter designated Modern Corporation. 


ation 
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tant officers of all branches of the national government—executive, legis. 
lative, and judicia ind may be expected presently to contribute in a 
important way to the determination of public policy, it becomes the cley 
duty of qualified workers to examine this evidence.* I am for these reagoy; 


presenting herein certain observations concerning the statistical ,,. 
terials used by Berle and Means, and their interpretation. 

It will be understood that these comments are not primarily directs 
to a questioning of the findings of Berle and Means—the purpose 
this discussion is rather to challenge the conclusiveness of the statistic) 
demonstrations as presented by Berle and Means, to examine the sty. 
tistical evidence which they have used, and to raise questions concerning 
their interpretation of such evidence.* However correct the Berle ani 
Means findings may be, scientific students of so important a question 4 
the concentration of economic power are interested in a careful scrutiny 
of the statistical foundation of those findings. We ought to face the fact, 
in economic and other social sciences, that the paraphernalia of statistical 
proof should not be utilized in a careless way, or in a way likely to give 
the unwary reader a misleading impression of the quantitative inevitable 
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ness of the conclusions presented. tame 

Industrial Classification 
Public utilities not typical. The authors exclude financial corporations ne 
from examination.*° This exclusion of the financial corporations is ap- It 


* Thus, the foll g references to certain of these findings may be noted. Ho- anal 
orable Franklin D. R t, in speech as candidate for president, at Columbus, ning 
Ohio, on Aug. 20, 1932 (reported in N.Y. Times, Aug. 21, 1982, Section 1, p- 18), utilit 
See also his Looking Forward, pp. 831-32, 228-24, and 232-33. Honorable Sam Ray- conte 
burn, Chairman of the Committee on Interstate and Foreign Commerce, in speech to st 


in the House of Representatives on May 5, 1933, relative to the bill “to provide ful 
and fair disclosure of the character of securities,” etc. (beginning p. 2953, Cony. 


the | 


Record, May 5, 1933). Mr. Justice Brandeis, in opinion in Florida chain-store case, as @ 

Supreme Court Reporter, April 1, 1933, pp. 496 and 497. obje 
*The bulk of the « ents presented herein will refer to the treatment in Modem FY 

Corporation, but some of the points will also bear specific references to the “Reviea P 


article” written by Mr. Means alone. I shall ordinarily refer to Mr. Berle and Mr -- 
Means as “the autho | the reader will understand that, in specific references aan 
to the “Review article,” the plural term applies strictly to Mr. Means alone. Actu 
*In the “Review le” the included corporations were systematically called grou 
“non-financial”; and | ve adopted that term, as seemingly more nearly accurate ie 
than the term “no <ing” generally (but not systematically) used in Moder ; 
Corporation, The “Ret rticle” gives some inkling of the reasons for leaving out auth 
the financial units, thus (p. 12): “The study is further restricted to non-financial how 
corporations. The i of banks, insurance companies, ete., would involve con- ‘ 
siderable duplications, ce an important part of their assets are composed of " 
securities of other « nies.” Again, in discussing growth, the “Review article of ] 
says (p. 24): “Here again the distinction between financial and non-financial corporé ne 
tions is necessary, es lly in view of the rapid growth of financial companies 1 util 


more recent years. Where industrial activity is concerned, there is reason to exclude trat 
such companies from sideration.” Neither reason seems to explain adequately wty pag 
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parently quite justified, although some students might well suggest that 
, full examination of the degree of concentration of economic power 
ould by all means cover the relation of financial institutions—incor- 
porated and otherwise—to non-financial units. 

] propose however to emphasize a further exclusion which was not 
made by the authors. This additional class, which should have been 
studied separately or perhaps excluded entirely from the analysis, com- 
prises the railroads and other public utilities. It is a well known fact that 
conditions peculiar to the public utility field act powerfully to bring 
about large-scale operations and even monopoly within that field. The 
fact, therefore, that there is an important concentration in the railroad 
group and in the other public utility groups, and the further fact that 
there was in recent years an especially vigorous trend toward concen- 
tration in the public utility field, should not be surprising to any in- 
formed economist.® It seems clear that, in the inclusion of railroads and 
other public utilities indiscriminately in their lists of non-financial cor- 
porations, the authors have laid the basis for misleading inferences con- 
cerning the degree of concentration in industry. As the technical statisti- 
cian would say, they have combined two obviously different groups of 
data into a single body of non-homogeneous material, with the result that 
averages computed therefrom are at best difficult to interpret and have 
a seriously impaired significance. 

It is fair to remark at this point that the purpose of the authors’ 
analysis can have a decisive bearing upon the combining of public 
utilities with other corporations in the statistical inquiry. It might be 
contended, for example, that if the purpose of the analysis is exclusively 
to show the effect of corporate organization and its development upon 
the holding of property by investors, the fact that such concentration 
as exists is predominantly in the public utility field is not an essential 
objection to the argument or findings. Even on this view of the purpose 
of the analysis, I am not ready to admit that separate treatment of the 


some examination of the financial units is not needed in studying concentration. 
Actually some mention is made of the group, as (at p. 36): “The extension of chain, 
group, and branch banking tends to concentrate the banking resources into larger 
iggregates which are better able to assist the further expansion of the huge com- 
panies.” Attention may be directed also to the inclusion of one company, among the 
authors’ 200, which quite probably is classified in the “finance” group in the income- 
tax statistics. 

‘Note is taken, to be sure, of the peculiarly rapid growth of concentration in the 
public utility field—for example, pages 23 and 24 of “Review article,” and page 33 
of Modern Corporation. But in the actual analysis of their data, the authors make 
no distinction such as would be suggested by the economic peculiarities of public 
utility enterprises; and I have found no place where they have noted that concen- 
tration in such enterprises should be expected as a matter of course. (See, however, 
pages 12-13 and 17 of Modern Corporation.) 
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public utilities can P operly be ignored. Furthermore, if such is the gy. 
clusive purpose of the analysis, the authors should make it unmistakably 
clear; and they should refrain from using the analysis, directly or bs 
implication, for other purposes. If it were not very difficult to see jus 
how Chapter 8 fits into the main theme of the volume by Berle and 
Means, it might be inferred that the purpose of the analysis was 4 
suggested above; but their own concluding remarks (pages 45-46 
Modern Corporation) clearly indicate that they intend the analysis als 
for other purposes. And, so far as the “Review article” treatment jj 
concerned, the main theme of the subsequently-published book cannot lk 
adduced as a basis for inference as to the purpose of the analysis, | 
remain therefore of opinion that the authors’ failure to classify is a basic 
flaw in their statistical inquiry. 

In order to bring out the importance of the railroads and other public 
utilities in the problem, I have added separately the stated gross assets 
of those corporations among the “200 largest” given in Table I (be. 
ginning at page 19 of Modern Corporation), listed as public utilities 
railroads, and traction. The aggregate gross assets for these thre 
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groups are, respectively, 24,368, 24,952, and 1,899 million dollars. This E 
gives a total of 50,719 million dollars for the three public utility groups fe 
combined.’ As the entire list of the 200 largest corporations had aggre- tots 
gate stated gross assets of 81,074 million dollars, it is seen that the “a 


public utility corporations comprised much more than half of the total, 4 


and that only 30,355 million dollars of gross assets applied to general 
industrial corporations. 

A similar examination of the income-tax data for corporations in ger- 
eral would show results which differ considerably in degree, but not in 
substance, from the above: among non-financial corporations the public 
utilities constitute a very important fraction of the total. Accordingly, 
since there is a natural tendency toward concentration in such enter- 
prises, the inclusion of public utility corporations indiscriminately in the 
non-financial lists is not warranted. This point has such great bearing 
upon the authors’ analyses that I have presumed to reconstruct certain 
of those analyses along the lines which they would take if the public 
utility corporations were excluded and the other non-financial corpors- 
tions studied separately 

The authors show that the combined assets of their 200 largest con- 
panies constituted “49.2 per cent or nearly half” of the total assets 
($165,000,000,000) of all non-financial corporations at the beginning 
of 1930. The question naturally arises as to the percentages controlled 
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‘I have not included in the public utility groups the two corporations which the 
authors classify as transportation. This seems to be in accord with their own ideas, 
as reflected in their count of “42 railroads, 52 public utilities, and 106 industrials” # 
page 28 of Modern Corporation. 
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by the 106 industrials (with aggregate gross assets of $30,355,000,000) 
in the limited list of all non-financial corporations with which they should 
be compared. This limited list obviously excludes railroads and other 
public utilities. 

In order to reconstruct the analyses along the lines used by the au- 
thors, I applied to the data as published in Statistics of Income certain 
adjustments, which are explained in the “Review article.”* There is no 
difficulty in reproducing their 1927 result; but, although Modern Cor- 
oration states that the 1929 calculation was made “according to the 
method” described for 1927, I was confused by the fact that the authors 
give indications elsewhere that one of the adjustments (division by 99 
per cent to allow for incomplete tabulation of balance sheets) was cer- 
tainly altered for 1928 and presumably should have been similarly altered 
for 1929. Hence, my 1929 result differs from that which they publish, 
which appears to have been obtained without altering the 1927 percentage 
adjustment—I mention this point because it is sharply revealing as re- 
gards the thoroughness with which the authors have in fact built their 
statistical argument and the completeness with which the case is in fact 
laid before the critical reader. 

Estimate for industrials alone. We turn next to a consideration of the 
effect of the inclusion of the public utilities on the indicated share of 
total non-financial corporate wealth controlled by the 200 largest cor- 
porations. The authors report this share.as 44, 45.5, and 49.2 per cent, 
for 1927, 1928, and 1929, respectively. We have noted above that a large 
fraction of the aggregate gross assets of the 200 largest companies was 
reported for the three classes of public utilities. We propose now to carry 
out similar calculations excluding the public utilities: to find the share 
of all corporate wealth, other than that of financial and public utility 
(including railroad) companies, which belongs to the 106 largest in- 
dustrials. This analysis will be confined to 1929, and appears in Table 
I herewith. It yields an estimate of 100.9 billion dollars for the total 
assets of all corporations other than financial and public utility; but, as 
explained below, this estimate is probably not as trustworthy as those 
for all non-financial corporations. Using the estimate as found, and tak- 
ing the figure 30,855 million dollars given above for the stated gross as- 
sets of 106 largest industrials, we have 80 per cent as the share con- 
trolled by them in 1929. 

It appears then that, if we exclude the public utilities, in which there is 
a well-known tendency toward large-scale operation and monopoly, we 
find the giant corporations controlling in 1929 only an estimated 30 
per cent of the total assets. This is admittedly a large share; but it is 
surely less sensationally large than the “nearly half” reported by the 


*Pages 15 and 16. 
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authors, on the basis of their estimate which made no separation of the ME he 1 
public utilities. I submit that the decisive difference between 49.2 anj cours 


assull 
Taste I 
Estimate or Totat Gross Assets ror ALL Non-FINaANciaL CoRPORATIONS, Excuvpn, 
Pusiic AT THE or 1929! 
(1) Total assets 117.26 
(2) Divisor, for first adjustment 99 
(3) Adjusted figure, (1)/(2 118.45 
(4) Dividends paid 4.50005 
(5) Dividends receiv« . 78889 
(6) Ratio per cent, (5)/(4 17.5 mos 
(7) Book stocks 53.445 less 
(8) Same owned in grou 7)X(6 9.35 7 
(9) Interest received .7331 — 
(10) Cash, including deposits 6.2664 The 
(11) Interest on (10), at 3 per cent . 1880 auth 
(12) Net interest received, (9)-(11 
(13) 3/4 of same, (12) 3/4 - 4089 or 1 
(14) Capitalized at 5 per cent, (13)/.05 8.18 
(15) Estimated assets 8)-(14 100.92 
1 Unit: for all items except those stated in per cent, one billion dollars. Items (1), (4), (5), 
(7), (9), (10), are compiled from Statistics of Income, 1929, pages 267-71 and 332-83, 
30, resulting from this single, elementary, and obvious refinement of the 
authors’ statistical treatment, warrants an insistent challenge of th 
trustworthiness of ry phase of their statistical argument. 
There are cei important weaknesses in my estimate for the in- 
dustrial corporat My use of 99 per cent as the first adjustment— 
it is with reference to this figure that I was confused in making the non- 
financial estimate for 1929—may not be warranted for the industrials.’ 
Although no data were found for testing this figure for the industrials," 
it is improbable that use of a more appropriate figure would seriously 
alter the discrepa: between 80 and 49.2, and such figure would prob- 
ably increase the discrepancy. I see no reason to believe that appropriate 
changes in the other adjustment factors, if they were possible, would 
*I use the ter rial” to represent corporations not in the three public 
utility classes (listed , p. 72) or the financial class. 
1 have used 99, instead of the 97 which I believe should (on their basis) have 
been used for all the 1929 estimates, because (see above, p. 74) the authors appear 
to have used 99 in king their 1929 estimate of total assets. 
“ Data available for 1927 (pages 380 and 383 of Statistics of Income) show hov- 
ever that approximately the same relative coverage of balance sheets exists for the 
industrials as for all financial corporations. General question might be raised 
against making the ad ment of total assets by a proportionate allowance based 
upon the number of r« s filed, as there may be very poor correlation between as 
sets and mere number yrporations, in the various size classes. But no other basis 
is available for the adjustment, and this percentage allowance is perhaps a work 
able makeshift. This s | not be construed as an endorsement of the authors’ method 
of arriving at their 99 per cent for 1927—my belief is that they have failed to take 
due account of unde porting of balance sheets by deficit and small-net-income 


corporations. 
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be more likely to reduce than to increase the discrepancy. We are, of 
course, not justified, when making the stock-ownership adjustment, in 
assuming that non-industrial stock held by industrials is negligible.** 
Here the use of a correct adjustment, if it were possible, would tend 
‘9 increase the discrepancy. I conclude that, whatever the weaknesses 
of my estimate, the discrepancy is at least as great as the difference 
he tween 30 and 49.2. 

Coverage of specific industrial growps. The authors hold (Modern 
Corporation, page 44) that the huge corporation “has come to dominate 
most major industries if not all industry in the United States.” It is 
less easy to examine the relative degree of control of assets by these 
giant corporations in specific industrial classes besides public utilities. 
The chief reason for this is that the method of classification used by the 
authors (pages 19-24 of Modern Corporation) does not accord precisely, 
or in some cases even approximately, with that used in Statistics of 


Taste II 


Comparison oF Giant CoRPORATIONS WITH ALL CORPORATIONS, BY 
Setectep InpustRIAL Groups! 


Total assets, 
all corporations Percentage, 
(million dollars) as tabulated (1)/(@) 
(million dollars) 
(1) (2) (3) 
Chemicals 9771 14031 70 
Food products, drugs, tobacco, etc. 2596 9800 26 
Glass 102 2393 4 
Leather lll 1198 
Lumber 116 8672 8 
Mercantile 1415 21842 6 
Paper 894 2573 85 
Rubber 876 1422 62 
Textiles 114 6623 2 
Non-financial? 81074 195054 42 
Same, excluding public utilities? 30355 117262 26 


' Data for end of 1929 or beginning of 1980. Names in stubs are from Modern Corporation, 
pages 19-23; corresponding stubs in Statistics of Income (1929, page 332) are somewhat 
different, but will be obvious by reference thereto. 

* On a different basis from Table I: see text herewith. 


Income (1929 issue, page 882). A second reason is that, for the smaller 
and more specific industrial classes, the sort of adjustments shown above 
in Table I cannot effectively be made. It is possible however to inquire 
into the apparent degree of control in a selected list of classes, under- 
standing that the estimate of total assets in these cases is not adjusted.** 
“The authors, in their estimate for non-financial corporations make—I believe 


correctly—the corresponding assumption. See “Review article,” page 15, footnote 13. 
The application of the adjustments, if they were possible, would probably raise 
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Table II gives the essential data for the selected list of classes, It 
will be understood that, even for these classes, it is impossible to have, 
perfect match between the specification of the class as given by the 
authors and the specification used in Statistics of Income.** It does not 
appear possible to secure a basis of comparison for the authors’ classe, 
metal products and metals, because there is even less possibility. than jp 
the case of chemicals of ascertaining how much of their metals class js 
truly manufacturing and how much mining and quarrying in the seny 
of Statistics of Income. The selected list appears necessarily confined ty 
nine classes. 

It is clear from the table that, in so far as these crude and unadjusted 
comparisons are valid, the “concentration of economic power” in giant 
corporations is not a general characteristic of all types of industry. Five 
of the nine classes exhibited have indicated percentages of control beloy 
10. Among these five classes we find the large mercantile class (se 
Modern Corporation, pages 15-17), which, on the basis of data for all 
corporations tabulated, holds over 10 per cent of the non-financial assets, 
We find also, in the manufacturing field, the important tertiles class 
(see Modern Corporation, page 12)—one of the four leading classes in 
the manufacture division, according to the basis of classification in 
Statistics of Income.*® Concentration is about average (in terms of the 
figures after the exclusion of public utilities) for the paper class and 
for the food products, drugs, tobacco, etc., class; and is very much above 
average for rubber and for chemicals. The classes shown in Table II 
omit metal products in the manufacturing field; and there is little doubt 
that, if we were able to make a corresponding comparison for this class, 
a fairly high percentage of control would be indicated. In the mining field 
we have also no representative in Table II; and here likewise, if we could 
carry through the comparison, we might find a considerable degree of 
concentration (see Modern Corporation, pages 18-14). This probability 


somewhat the indicated rcentage of control, although the adjustment to allow for 
incomplete tabulation | tend in the reverse direction. Such increase would modify 
moderately the conclusions if we did not make a corresponding unadjusted estimate 
of control for the industrial group as a whole. I am therefore including in Table II 
a percentage estimate for the industrial group as a whole, using the actual figure— 
without adjustments—f total assets in the denominator. 

“ This is particularly troublesome in the chemicals class—the petroleum companies, 
which constitute a large rt of this class, are classified under the one head by the 
authors; but such companies would be classified in Statistics of Income as mining and 
quarrying or manufacturing, according to the position of particular companies 4s 
producers of crude petroleum or as refiners. Since most of the petroleum companies 
in the authors’ list of giant corporations appear to be predominantly refiners and 
distributors, I have restricted the comparison to the manufacturing group (called 
chemicals and allied substances) of Statistics of Income. 

*W.L. Crum, Quarterly Journal of Economics, May, 1938, Chart 6, page 480. It 
will be noted that the comparisons of this chart are based upon gross income, rather 


than total assets; but the indications are probably not seriously different. 
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‘snot so clear, however, as in the case of metal products, because a good 
portion of mining enterprise, in cases where concentration exists, is 
actually covered into manufacturing since the consolidated organiza- 
tions tend to be predominantly engaged in manufacture. 

Even when we make generous allowances for a high degree of con- 
centration in those classes of industry which we could not include in 
Table IJ, it remains clear that in the great mercantile field, and in 
several important branches of the great manufacture field, the indicated 
degree of concentration is so much lower than the “nearly half,” obtained 
by the authors as their average figure, that it can almost be neglected. 
Study of the figures from this point of view, with all appropriate quali- 
fications because of the imperfect matching of the data for the giant 
corporations with the Statistics of Income data and because of the crude 
and unadjusted estimates used, indicates that the dominance of the giant 
corporations is a specialized condition. It pertains peculiarly to par- 
ticular types of activity, such as the chemical, rubber, and possibly 
paper and food classes. If the comparisons could be worked out, we 
should find also that it pertains to the metal products class, and possibly 
to certain classes of mineral extraction. We have already noted above 
that there are peculiar conditions tending to produce concentration in the 
public utility field, and it is quite possible that we might also find con- 
ditions specially favoring concentration in the particular fields showing 
a high percentage in Table II. 


Concentration in Terms of Net Income 


The authors have used, in their appraisal of the degree of concentra- 
tion of economic power, two estimates of corporate wealth, gross assets 
and net earnings.’® 

Large corporations having net deficits. A first general objection to 
the authors’ estimate in terms of net income relates to their apparent 
assumption that all giant corporations show net incomes—that none 
shows net deficit.” The authors base their calculation of percentage con- 
trol, in terms of income, exclusively on companies which report net in- 
come.’* There can be no question that some corporations report large 
deficits: among non-financial corporations, there were 15 reporting net 
deficits of 5 million dollars or more in 1927, 8 in 1928, and 12 in 1929.” 


"“Review article,” page 11. Some of the assertions there made strike me as seri- 
ously open to question. 

"To be sure, the authors recognize the existence of the corporations reporting net 
deficits (“Review article,” page 12, footnote 6); but I do not find that they have at 
any place in their actual analysis considered the possibility that one of the giant 
corporations might be in the net deficit class. 

*“Review article,’ Table III, page 18; Modern Corporation, Table IV, page 37. 
Pa 19 and 870 of the 1927 Statistics of Income, 30 and 879 for 1928, 24 and 

or 1929, 
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Can there be any doubt that at least some of these are “giant corpors. 
tions”? Are we to suppose that a huge deficit can be run by any but, 
huge corporation? 

That the authors did not regard the fact that a particular company 
had a deficit as disqualifying it for inclusion in the list of giants is clea; 
from a study of the list they give for the giants (pages 19-24, Moder, 
Corporation). Although I have not succeeded in making a complete 
identification of these 200 companies in the 19380 Moody’s Manual; 
many of them could be identified by their names and checked by their 
stated gross assets. Among these were found 8 reporting deficits fo; 
1929, and the largest of these deficits ran to 6.2 million dollars.” This 
fact alone, if the authors informed themselves concerning it, should have 
warned against treating net income and gross assets as alternative 
estimates of corporate size. 

If we had a classification of all corporations according to size of gross 
assets—with the aggregate amount of net income and, separately, the 
aggregate amount of net deficit reported for each size class—we could 
know with some precision the capacity of giant corporations (in terms 
of assets) to earn a deficit. Better still, for this purpose, would be a 
correlation table classifying corporations according to both assets and 
income (the latter ranging over the negative scale of deficits as well as 
the positive scale of net incomes). Such a correlation table, and sta- 
tistical devices derivable from it, would presumably show whether and 
approximately to what extent size of gross assets is associated with 
size of income (including deficit as negative income). Neither of these 
two tabulations is at present available for all corporations. The nearest 
we can come is in a published tabulation which classifies corporations 
as to size of income, and states for each size class the aggregate amount 
of assets.** 

We have therefore some information concerning the relation of assets 
to deficits, as well as to net incomes, for all (“all tabulated in the 
“assets and liabilities” tables of Statistics of Income) corporations. 
Unfortunately it is not possible to exclude the financial class at this 
point: the 1926 issue tabulated assets by size of net income for each 
major industrial group (pages 360-400) but, as we have seen, did not 
subdivide the deficit class as a whole; in the later issues, which do sub- 
divide the deficit class, the details by industrial groups are not given. We 
have therefore only the single classification for all branches of industry 


* We note, of course, that deficit need not have the same definition for manual, 
as for income-tax, purposes. It is doubtful, however, if wide differences prevail in 
all the cases found. 

* Pages 360-400, 1926 issue of Statistics of Income; 386, 1928 issue; 338, 1929 
issue. The 1927 issue gave the number of balance-sheet returns in each income class, 
but not the aggregate assets 
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combined (for example, page 888, 1929 issue) ; but it is unlikely that the 
results we shall find can be charged wholly, or even mainly, to the 
mingling of financial with other corporations in this tabulation. 

What do we find? Using only the 1929 Statistics of Income (page 
338), we have, in the class showing deficits of 5 million dollars and 
over, 21 corporations (balance-sheet returns) with aggregate stated 
total assets of 1,989 million dollars. This means average total assets of 
92 million dollars. If all 21 were of exactly the same size they all would 
be just large enough to be classed as “giants” according to the authors’ 
definition. Of course, not all are of the same size, and some may be quite 
small; but, the smaller these are, the larger the others among the 21 must 
be (on the average) in order to have the average total assets sustained 
at 92 million dollars. At least some of the 21 are then “giants,” and 
very likely the “some” must be read as “a large share.” Study of the 
next smaller deficit class, one million to 5 million dollars, shows 228 
corporations with average total assets of 85 million dollars. In this class, 
unless all are of about the same size (a condition which is even less 
probable than the corresponding condition for the class considered 
above), it is possible that at least some are “giants.” For, in so far as a 
considerable number of the 228 have assets well below the average of 
35 million dollars, there must be another or others with assets above the 
average. 

It is then highly probable that the large-deficit classes of 1929 include 
some corporations in the “giant” class according to total assets.” It is 
thus fairly clear that a test of economic concentration in terms of in- 
come, which takes no account of the deficit corporations, cannot be com- 
parable with or confirmatory of another test in terms of assets. Perhaps 
the authors were aware of this in writing—concerning the percentage 
estimate of concentration, as derived from the net-income study—“This 
figure would therefore tend to give support to the figure derived on the 
basis of gross assets” (Modern Corporation, page 30). But the ordinary 
reader is likely to miss the point of a modest statement of this sort in 
the midst of a bulky mass of statistical evidence which bears on its face 
the earmarks of scientific thoroughness. 

If the authors were aware of the difficulty presented by the deficit 
corporations, may it not be suggested that they should have laid the 
matter before the reader at length? Actually they seem to define “net 
income of all non-financial corporations” (italics are mine) as “statutory 
net income of all corporations reporting net income less that of financial 
corporations reporting net income.”** Let it be noted that they are con- 


_ “In the above reckoning, we are forced to use unadjusted asset figures; but, for 

the present purpose, the extra precision afforded by the authors’ adjustments is not 

needed. Such precision would not perceptibly lessen the force of the above argument. 
* Modern Corporation, page 37; “Review article,” page 18. 
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sistent: they do not use the difference between net income and deficit for 
their denominator (“all” corporations), and merely the net income for 
the numerator (giants), in calculating their concentration percentage. 


They are not guilty of so obvious a blunder, which would have raised 
greatly the indicated percentage of control. 

They are thus careful to maintain formal consistency between numer. 
ator and denominator. It is not on the question of consistency that 
objection is raised: it is on the use of the net-income corporations as a 
representative sample, at least by implication, of all corporations. This 
sample is even designated “all” (strictly, “all non-financial”) by the 
authors, in this connection. We are to believe that a percentage index 
of concentration, based upon income data for this sample, is evidence in 
ilar index based upon total assets data for a differ- 
ent, and surely more comprehensive, sample. I hold that the reader 
needs evidence of the representativeness of the net-income class as a 
sample, that no such evidence is presented by the authors, and that no 
such evidence in statistical terms can be obtained from the published 
data on all corporations available when Modern Corporation appeared, 
This is not to say that the sample may not be representative, or that 
the percentage based upon it may not be a correct estimate of concentra- 
tion: the point is that a statistical analysis which merely has a chance 
of being sound does not constitute a scientific proof. 

Special consideration of the industrials. In spite of the apparent 
futility of estimating the degree of concentration from income data, it 
seems well to refer briefly to certain points in the estimate as actually 
made by the authors. The first such point is their inclusion here also of 


confirmation of a sim 


the public utilities along with other corporations. The same objections 
to this practice hold here as were presented above. Let us see what effect 
the practice has on the indicated degree of concentration—for this pur- 
pose, we can waive the criticism of the restriction of the analysis to net- 
income corporations.** The authors find, as the percentage of all net in- 
come received by the 200 largest net-income corporations (non-finan- 
cial), 88.4, 40.4, and 48.2, for the years 1927, 1928, and 1929, re 
spectively.” 

We saw above that, corresponding to the 200 largest non-financial 


corporations, in 1929 there were 106 largest “industrials.” We seek 
now concentration percentages showing the share of aggregate statu- 
tory net income of all net-income corporations, other than financial and 
public utility, which goes to the 106 “largest.” For this purpose, we 


* Strictly, it should not be waived; for the two questions may not be entirely inde- 
pendent, because of a possible greater stability in public-utility earnings. 


* Modern Corporation, page 37. 
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define and estimate “largest” as nearly as possible in the same terms used 
by the authors for their 200 largest. The resulting percentages 28.4, 
31.4, and 84.4 are sharply below those found by the authors. Once more 
we secure results which point toward a loading of the authors’ concentra- 
tion estimates by their inclusion of public utilities. 

In calculating these percentages it turned out that the number 
of corporations in the highest net-income class in 1927 was precisely 
106, and therefore no estimate of the aggregate net income of the 106 
largest companies was necessary for 1927.° For the other two years, 
the estimate involved in each case the subtracting of a figure from the 
stated aggregate net income in the highest class, because that class 
included more than 106 units. The amount to be deducted, in each of 
these two years, was obtained by assuming that the number of corpora- 
tions in the highest class in excess of 106 had each a net income of 
5 million dollars. This presumably overstates my concentration per- 
centages, but it is not clear whether the discrepancy between my results 
and theirs should be raised or lowered. 


Miscellaneous Observations 


In addition to the main points which I have made above, careful 
reading of the “Review article” and the Modern Corporation chapter 
suggests several minor points upon which some comment can appropri- 
ately be made. 

The first of these miscellaneous observations relates to the estimate 
of growth of corporate wealth, specifically as a means of showing such 
growth greater for the large corporations than for all (non-financial) 
corporations. I will not dwell at length again upon the need of dis- 
tinguishing between public utilities and other non-financial corpora- 
tions. It is worth noting, however, that the authors observed at this 
point striking differences in the rates of growth as among the different 
classes.*’ How could they have overlooked the significance of these sharp 
distinctions for their estimate of concentration percentages? And why, 
in view of their Table II (Modern Corporation, page 34), did they fail 
to break down their Table III (page 36) to show the industrials sepa- 
rately? Did they fail to recognize the difficulty, or did they determine 
—and on what ground—that a break-down was impossible or was not 
worth analysis and discussion? 

*It is of course a mere accident that the highest class had precisely 106 units in 
1927, This accidental fact perhaps is an emphatic reminder that the class receiving 
the highest net income is not necessarily coincident with the class of largest corpora- 
tions. The largest corporations can, as we have seen, have net incomes ranging any- 


where from large deficits to large positive income. 
"“Review article,” pages 23-24; Modern Corporation, pages 33-34. 
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A more special question here (in the growth analysis) relates to th, 
adoption of a new measure of wealth. Because “no accurate” grox 
assets data for all non-financial corporations are available over a suf. 
ciently long period to measure growth, the authors use a special measur. 
—including “cash, inventory, land, buildings, and equipment.”™ May 
it not fairly be suggested that they should at the same time have sub. 
stituted this special measure for gross assets in estimating growth for 
the 200 corporations? In fact, they estimate growth for the 200 giants 
on the basis of gross assets, and for all non-financial corporations op 
the basis of the special measure. I do not find that they present any 
evidence that the difference in rate of growth is not due merely or 
largely to this difference in the type of measure used. Such evidence, 
if statistical, might be expected to take the form of (1) a general study, 
of the correlation type, into the relation between gross assets and the 
special list of assets specified above (footnote 28), or (2) a systematic 
test of the growth of the 200 giants according to the special measure, 
No general data exist as yet for an analysis of the first sort. The 
authors appear to present no analysis of the second sort; nor do they 
make clear whether they realize it is desirable, whether it could b 
carried out, and—if it could be—why it was not carried out. 

A second point worthy of brief attention concerns the “relative ur- 
importance of the medium-sized corporation.” This is essentially a 
question of definition. Given a “population” of corporations of different 
sizes, the statistician could (if individual data on size were available) 
classify the corporations into a frequency series. He could then take 
slices of that frequency distribution; and, if he chose to “slice” at 
$30,000,000, $50,000,000, and $100,000,000 (assuming size to be meas- 
ured in terms of assets in dollars), he might find that the “slice” be 
tween 50 millions and 100 millions had small aggregate assets as com- 
pared to the slice above 100 millions. Does this finding mean anything, 
beyond the fact that the selection of a point at which to slice constitutes 
an act of definition? Of course, custom might have established definitions 
to be generally accepted in such cases; but the authors do not indicate 
this to be the case with reference to “medium-sized corporations,” and 
they quite obviously feel free to set up a definition of “giant corpora- 
tion.” 

Is there a statistical basis for determining, apart from personal dis 
cretion in the matter of definition, the relative importance of a middle 
group of corporations? The technical statistician would answer in terms 
of the frequency distribution of corporations according to amount of 
assets, but the essential data for constructing this distribution are not 


Modern Corpe at pages 34-35. 
* Ibid., page 28. 
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available. This lack cannot be remedied by any process of definition of 
broad size groups, however reasonable such definitions may appear on 
their face. 

There are numerous minor matters on which a technical statistician 
might wish to raise queries, such as: the reasons for calling the week 
of March 9, 1929 “typical” (“Review article,” page 12); the reason 
for describing a growth from 6 billion to 15 billion as “two and one- 
half times” (“Aeview article,” page 24); the wisdom of prolonging the 
trend of the corporate percentage in manufacturing output (Modern 
Corporation, page 89); the failure to make allowance for assets of 
certain “inactive” corporations covered in the Statistics of Income, in 
setting up the comparison on the basis of gross assets; and the question- 
able selections of denominators used in calculating income and gross 
assets for the “average non-financial corporation” in 1927 (“Review 
article,” pages 11-12). But none of these minor matters takes rank with 
those discussed in detail above. 


Conclusion 


With the statistical foundation of the authors’ findings I take issue 
at numerous points, some of them decisively important. In particular, 
and chiefly, I hold that: (1) by failing to treat important classes of 
corporations (especially public utilities) separately, they have obtained 
a misleading estimate of the existing degree of concentration; (2) by 
neglecting the corporations reporting deficits, they have presented an 
analysis in terms of net income which is not pertinent to the main issue; 
and (8) by using inconsistent measures of growth, they have failed 
to demonstrate statistically that there is a large differential rate of 
growth as between giant and other corporations. 

It is true that they have frequently introduced reserved statements 
about the trustworthiness of some of their operations and results, and 
that they have at various points introduced qualifying remarks which 
might protect the reader from some dangerous inferences. But I submit 
that the presentation in general, perhaps especially in Modern Corpora- 
tion, has a tone of confident finality and is ostensibly supported by 
such an elaborate statistical argument that the reader may readily 
accept the findings and easily believe that the findings have been demon- 
strated conclusively by statistics. For this reason I feel that all of the 
more restrained sentences and phrases fail to offset the convincing im- 
pact of the presentation as a whole. For this reason I challenge most 
vigorously the statistical argument, and assert that it is unsound. 

W. L. Crum 

Harvard University 
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A Reply by Gardiner C. Means 


According to figures which I have published, 200 corporations controlled 
nearly half of all non-financial corporate wealth in the United States at the 
end of 1929. Estimates made on precisely the same basis indicate that, by the 
end of 1931, 200 corporations controlled approximately 55 per cent of al] 
non-financial corporate wealth. If these figures are approximately correct, 
they are of primary significance with respect to the character of the American 
economy. They would seem to indicate a major concentration of economic 
power. Professor Crum, in making his criticisms, is well justified in Saying 
that it is the duty of qualified workers in the field to examine the evidence 
which I present in support of these conclusions. At the same time, it is the 
duty of such workers to indicate clearly at what points in the statistical argu. 
ment they find a flaw. Unfortunately, Professor Crum has failed to outline 
the statistical argument which he attacks or to indicate the precise issue 
between us. 

First, it must be made clear that Professor Crum is in no way questioning 
my statistical finding that nearly half of the wealth of non-financial corpors- 
tions was controlled by 200 corporations at the end of 1929. He questions this 
no more than I question his finding that 106 corporations controlled approxi- 
mately 30 per cent of the wealth of all corporations other than financial com- 
panies, railroads and other public utilities.’ 

In spite of such suggestive phrases as “statistical proofs should not be 
utilized in a careless way, or in a way likely to give the unwary reader a mis- 
leading impression of the quantitative inevitableness of the conclusions pre- 
sented,” “‘an instant challenge of the trustworthiness of every phase of their 


statistical argument,” etc., Professor Crum, in his main argument, is claiming 
only that the above figure of “nearly half” may give a false impression of the 
degree of concentration in the American economy because the railroads and 
other public utilities are included together with unregulated industry. The 


essence of his argument is contained in his statement that “. . . in the inclu- 
sion of railroads and other public utilities indiscriminately in their lists of 
non-financial corporations, the authors have laid the basis for misleading in- 
ferences concerning the degree of concentration in industry.” This would seem 
to be in no way a reflection upon the statistical findings nor upon the conclu- 
sions as to the degree of concentration. Rather, it seems to maintain only that 
the figure might mislead many individuals as to the degree of corporate con- 
centration actually existing. 

In his argument there seems to be confusion between a percentage figure 
representing an average condition and a percentage figure reporting an aggre- 
gate condition. This may not be altogether clear to the casual reader. Careful 
reading will indicate that Professor Crum is treating the “nearly half” figure 
as purporting to be an average condition. Thus, he refers to it as an average 
and presents figures to show that in an important number of industries very 
much less than half of the assets in the industry are held by large corporations. 
The fact that he is regarding my figure as an average has been brought out in 
correspondence with him in which he says, “The point I make is that your 
result is based on a statistical aggregate which is dominated by special groups 

1 As Professor Crum suggests, his figure of 80 per cent “is probably not as trust- 
worthy” for what it purports to represent as the figure of 49.2 per cent which I have 
published and which, of course purports to represent an essentially different thing. 
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to such an extent that averages or ratios calculated from your aggregate are 
not typical. This means not only that they are not typical of the constituents 
of your aggregate individually, but it means, also, that they are not reliable 
measures of the aggregate as a whole. This, I say once more, is the vital 
statistical point.” One would, of course, agree with Professor Crum to the 
obvious fact that because half of non-financial corporate wealth is held by 200 
corporations, this does not mean that in each industry half of corporate wealth 
is held by a few large companies. But when he questions whether the above 
statement is a reliable measure of the aggregate as a whole, I must admit that 
| fail to follow his reasoning. If one is considering the present condition of the 
whole economy and the importance of the big corporations therein, it seems 
clear that one must accept the “nearly half” not only as a correct statement of 
fact, but as accurately reporting the existing degree of concentration. 

The only reason which Professor Crum actually advances for the exclusion 
of public utilities, is that their inclusion involves the combination of “two ob- 
viously different groups of data into a single body of non-homogeneous 
material.” Professor Crum clearly indicates that the two groups of data are 
not “obviously different” since he admits that for a certain purpose, namely, 
the major purpose for which they are employed in The Modern Corporation, 
they are properly considered as homogeneous. Likewise, he indicates no pur- 
poses for which they would be non-homogeneous—though presumably such 
may exist. Neither does he indicate specifically that I have used the figures for 
any purposes for which they were not homogeneous. His whole case would 
seem to rest on his assertion that the materials are “obviously different.” 

Underlying Professor Crum’s criticism there appears a curiously parochial 
attitude which seems to exist among many economists who follow the path of 
the classical tradition. He treats the industries in which concentration has 
carried far as “‘special cases.” Thus, he refers to the fact that “conditions pe- 
culiar to the public utility field act powerfully to bring about large-scale opera- 
tions and even monopoly in that field,” and “by failing to treat important 
classes of corporations (especially public utilities) separately they have ob- 
tained misleading estimates of the existing degree of concentration.” Inherent 
in his analysis is the idea that concentrated industries are abnormal. 

In the light of history, this attitude is quite understandable. During the 
last century and a half it has been customary for the economist to describe 
competitive conditions as normal, and any conditions which did not follow 
the classical competitive pattern have been treated as special cases. In this 
manner economists have been teaching competitive economic theory and have 
somewhat as an after-thought added a lecture or a chapter or two on regulated 
or concentrated areas with perhaps a course or two covering specifically the 
study of trusts or public utilities. Unfortunately, economic development has 
plaved an outrageous trick upon this body of economic traditionalists. Con- 
centration has been carried to the point where these special cases have come 
to play the major réle. For instance, Professor Crum accepts the presence of 
an extensive degree of concentration in the following fields: railroads, other 
public utilities, metal production, mining, chemicals, rubber, paper and foods. 
These “special cases” include more than 75 per cent of the assets of all non- 
financial corporations. Less than 25 per cent of corporate industry would thus 
fall into the traditional economic pattern. Perhaps the time has come when 
we should treat industry in which concentration has not taken place as a 

special case.” Can we understand the actual operations of our modern 
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economy if we describe it as showing the workings of the free competitive sy 

tem and then add a few special cases which include such a large part of the 
whole? Viewed in terms of the broad scope of the whole American koa 
it would seem that few could question the relevance to economic analysis of th 
fact that half of non-financial corporate wealth was held by 200 corporation 
in 1929 or the still more spectacular fact that at the end of 1981, 200 oe 


panies controlled 55 per cent of non-financial corporate wealth. ence 
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Minor Criticisms 


_The remaining criticisms made by Professor Crum are of secondary sig- 
nificance—in certain cases involving misreading of the text, and in Mad 
having little effect on the conclusions which I presented. Thus Professor 
Crum’s extensive analysis of the degree of concentration in separate industries 
though instructive, would not seem to involve criticism of my findin i 
analysis. If he had simply suggested that in addition to the over-all el of 
concentration, which I gave, it would have been desirable to publish also 
figures indicating the concentration in different industries, I should be fully 
in sympathy. I did make the effort to get such figures but they seemed so much 


more subject to error than the over-all figure that I did not publish them “9 
Partly as a result of Professor Crum’s own efforts, the statistics of income yo 
for 1931 have been so compiled that it will be possible to make estimates that ab 
are reasonably reliable for different industries as soon as these figures are ve 
published. 
When Professor Crum asserts that in dealing with figures of net income | Reap 
have made “the assumption that all giant corporations show net income-—that Dr. 
none show net deficit,” he is simply misinterpreting statements in The Modern om 
Corporation. No such assumption was made. His assertion stands unsupported _ 
and his three-page proof of the obvious fact that some large corporations : 
suffer losses is irrelevant. ote 
Actually I used the figures based on net income in part to support the aM, 
conclusion reached on a basis of assets—namely, that a high degree of cor- _ 
porate concentration existed—and in part to avoid the difficulty involved in wo 
the fact that no statistics were available which corresponded to any precise and m 
generally accepted definition of wealth. There could be much disagreement as = 
to whether capitalized income or assets most nearly corresponded to the oy 
generally accepted definition of wealth. 
In the discussion of figures of net income Professor Crum does raise one ws 
point that is worthy of serious discussion. Should one, in determining the de- 08 
gree of concentration, compare the net income of the 200 companies reporting og 
largest net income with the net income of all corporations reporting income, a 
or should one make the comparison on some other basis as, for instance, be- r 
tween the net income of the 200 largest corporations reporting net income ~ 
less the deficit of the 200 corporations reporting largest deficit with the net vt 
income of income-reporting corporations less the deficit of those reporting = 
no income. Various comparisons could logically be made. I have worked out oe 
those which seemed most sound, and in every case the degree of concentration he 
shown was greater than that which I reported. It would thus seem that if : 
the comparison which I made and which I believed to be sound was an in- " 
appropriate comparison, the figure which I arrived at was actually a con- 
servative estimate of the degree of concentration as measured on the basis e 


of income figures. 


| 
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In Professor Crum’s criticism that I have used inconsistent measures of 
vrowth, he has not shown that the measures are inconsistent but only that I 
have not proved that they are consistent. I quite agree with him that figures 
should have been included in the book to show their consistency. At the 
time I worked out figures which showed that the two series were reasonably 
consistent for the periods for which I had information. Figures which have 
since become available have tended to strengthen the conclusion that the 
series are reasonably consistent. I am subject to a very real criticism in that 
| did not present the evidence in The Modern Corporation and did not discuss 
the need for such evidence. 

In conclusion, then, one must simply reiterate the fact, which Professor 
Crum appears to accept, that 200 corporations controlled approximately 
half of all non-financial corporate wealth in 1929 (or 55 per cent at the 
end of 1981). This fact stands untouched by his criticism. It is up to the 
American community to decide on the relevance of this figure to American 
economic life. 


A Rejoinder by W. L. Crum 


After long correspondence with Dr. Means and the Managing Editor (main- 
ly the latter), I had intended to refrain from issuing a rejoinder, but it is due 
the reader that some of the remarks in the Reply of Dr. Means receive ap- 
propriate notice. 

It is by no means “clear” to me that I am “in no way questioning” his 
“statistical findings,” to quote from the first point in the specific reply of 
Dr. Means. It is precisely the statistical finding which I primarily question, 
and nothing contained in the Reply inclines me to withdraw or soften my 
questioning. 

I suppose it is idle to suggest that it is one of the duties of a scientific 
investigator to make at least a reasonable effort to prevent that misleading 
of “many individuals” which Dr. Means seems to consider with indifference. 

In regard to the supposed distinction between “‘a percentage figure repre- 
senting an average condition and a percentage figure reporting an aggregate 
condition,” I had assumed that the elementary statistical principle involved 
was sufficiently known, but apparently further elaboration will be helpful. 
The ratio of two aggregates needs in many instances—and the present analy- 
sis is such an instance—to be viewed as an average, and criticized on the 
theoretical grounds appropriate for averages. Such instances are likely to 
arise, as in the present analysis, when the aggregates are made up of ele- 
ments having distinctive group characteristics. The ratio is then in the nature 
of a weighted average of specific ratios applying to the specific groups, and 
the denominator aggregate is the sum of the group weights. In such instances 
the reader needs to know, and it is not unreasonable to expect the investigator 
to inform him, whether and to what extent the distinctive characteristics of 
the various groups bear upon the significance of the general ratio. My con- 
tention is that distinctive characteristics of the public utility group do thus 
bear upon the significance of the asset-aggregates in this analysis, and that 
the investigators omitted to take due note thereof in their presentation if not 
indeed in their investigation. 

Dr. Means asserts that I admit that the public utility and other groups 
are, for the stated purpose, “properly considered as homogeneous’’—I shall 
be dumfounded if any other reader can find such an admission in my para- 
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graph (page 71, beginning, “It is fair to remark . . .”) relative to this 
point. I say in that paragraph “Even on this view of the purpose of the 
analysis, I am not ready to admit that separate treatment of the public 
utilities can properly be ignored.” 

As respects my ‘parochial attitude,” my following “the path of the classi- 


cal tradition,’ and my belonging to a “body of economic traditionalists,” 
I am proud to confess that I regard many of the things which were as de- 
cidedly preferable to certain of the things which are; but I challenge Dr, 
Means and all others to disclose in my article herewith or in my other writings 
any evidence that I have allowed my preferences to interfere with my scienti- 
fic appraisal of the facts. It will be well for advocates of the social revolu- 
tion, before calling loudly for the interment of the older teachings of economic 
science (presumably along with those who did and do the teaching), to 
eschew pseudo-scientific methods. 

Dr. Means did cover the point concerning “‘the assumption that all giant 
corporations ...”’ in correspondence, and I then qualified the word “assump- 
tion” with the word “apparent,” a less categorical and a more accurate ad- 
jective than I had used before. The reader will find this adjective in the 
text, although it seems to have been omitted from the Reply; and I leave 
it to the opinion of the reader who will trouble to read the treatment in Mod- 


ern Corporation, whether there is in fact an “apparent assumption.” As 
respects my “three-page proof,” I am not aware that there was anything 
in the book or the article to show that the authors recognized, or thought that 
the reader ought to know, that this point is “obvious” —some readers might 
well prefer evidence to the doubtful compliment implied in assuming that 
all is obvious to them. And I am astonished to know that Dr. Means regards 
the proof as “irrelevant’”—even so, I allow it to stand, and the reader can 
decide for himself. 

I emphatically object to Dr. Means’s “conclusion” that I “accept” his 
main point. I do nothing of the sort. It has not been my purpose to prove 
or disprove his main point—it has been my purpose to show that he (the 
authors) has not proved it by statistics. Whether I have succeeded can be 


determined by the reader. 
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COMMUNICATIONS 


Review of ‘“‘Permanently Curing Depressions’’: A Protest 


I do not object to Professor Fraser’s expressing any opinion he chooses.” 
But I do object to his drawing a false picture of this book, which he then 
criticizes as though it were the book. Some misrepresentations of fact are: 

“Mr. Reymond does not worry about the other possibility that the causal 
relationship is reversed, booms and depressions causing rises and falls in the 
price level.” I pointed out that a boom is a speculative rise in prices; there- 
fore it is mere quibbling to talk about which is cause and which is effect. I 
showed that the notion of a boom apart from a rise in prices is based upon 
looking at an inadequate index of prices, e.g., the commodity price level in 
1929 instead of the general price level. 

“He does not trouble much about diagnosis but proceeds, as is usual with 
an amateur, to treat the symptoms.” I showed that the general price level 
is more than a mere symptom; it is a reliable indicator of whether a boom 
or a depression is in the making. I proposed to use this index as one would 
use a pressure gauge on a steam boiler to tell when the drafts should be 
opened or closed. To accuse me of wanting to tamper with the steam gauge 
is incorrect. 

“Unlike Mr. Keynes, our author does not worry about credit control. . . . 
Everything in the book was directed at bringing credit money into control. 
I also brought out the fallacies in certain of Keynes’s credit control theories. 

“He condemns the gold standard as a cause of instability, without consid- 
ering how far credit policy controls the value of gold, that is, the price level.” 
Chapter 8 was wholly directed to showing the fallacy in all schemes to man- 
age a gold standard through credit policy. 

“Mr. Reymond should know that no price stabilization policy will work 
which does not directly aim at the control of bank credit, .. .” This is a mis- 
leading statement, because everything in the book was directed at the con- 
trol of bank credit. 

“Within the framework of an average of prices very real and serious malad- 
justments are possible, ...” This argument is misleading by implication, 
because considered and answered in the book. 


M. H. Reymonp 
Binghamton, New York 


Comment on Review of Kirshman’s “‘Principles 
of Investment”’ 


The American Economic Review for December, 1933 (p. 732), carried a 
review of my book which in several respects is so unusual that a brief re- 
joinder would seem to be in order. 

The book is said to be “voluminous.” In a measure this is true of all ad- 
vanced textbooks in investment and finance as well as in the general prin- 
ciples of economics. The present author, however, considered it an achieve- 
ment to have reduced the material to 776 pages, in as much as similar works 
run from 840 to 1281 pages. If simpler textbooks are desired, they are al- 
ready available. But this criticism seems to be inconsistent with later state- 
ments to the effect that Parts 8 and 4, although they form the “bulk” of the 


‘American Economic Review, Sept., 1933, p. 528. 
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volume, are too “‘condensed.” Doubtless, they are also “tedious” to one of 
limited background in the field of finance. The author’s problem was on 
of selection of material and analytical treatment so as to show trends—ay 
approach which, if one must explain, is now recognized to be fundamentally 


sound. In view of this criticism one is again surprised to read that Part 5 js 
too “brief” and not “complete” or “adequate.” 

Part 1 is said to be “trite” and “uncritical” and the reviewer suggests 
that teachers might omit it entirely. More familiarity with investment prob- 
lems would have saved the reviewer this naive criticism. 

Lastly, the reviewer objects to certain “dogmas” appearing in Part 5, 
But these so-called “dogmas” are accepted theory; and it would take more 
than a mere flout to dislodge them from the body of economic literature. 


J. E. Kirsumay 
University of Nebraska 


“Applied Marxism in Soviet Russia’: Comment 


Mr. Tuckerman’s analytical article on “Applied Marxism in Soviet 
Russia,” appearing in the December, 19338, issue of the Review, contains 
several statements which indicate erroneous interpretation of Marxian politi- 
cal theory. On page 645 the author speaks of the final revolution in the 
U.S.S.R., according to Marxian view, laying the basis of the “classless 
State.”’ Again, at the conclusion of the article, he uses the expression, “the 
classless Socialist State” (p. 649). Such statements reveal a misconception 
of the Marxian theory of the State. 

According to Marx, when the classless society is achieved, the State 
as a political entity will have withered away. “The abolition of the State 
is only logical with the Communists as the inevitable result of the abolition 


of classes, for only then will there be no need for an organized power of 
one class to keep down the other.”’ (From Aus dem literarischen Nachlass 
of Marx, vol. III, p. 442, as quoted by Chang, The Marazian Theory of the 
State, p. 59.) It is part of the Marxian interpretation that the political State 


is the product of irreconcilable class antagonisms, and that when these an- 
tagonisms cease to exist, the State as such will also have disappeared. To 
speak of a “classless Socialist State” is a distortion of Marxism. 
Moreover, there is a mis-statement of fact in the assertion that “the in- 
dustrial proletariat was informed that for at least five years from a half 
to three-fourths of the national income was to be re-invested in the heavy 
industries and in industries supplying agricultural machinery” (p. 645). 
The author exaggerates the capital investments provided for under the first 
five-year plan. The total of such investments, under the first five-year plan, 
was stated at 64.6 billion rubles, in prices of the respective years. This in- 
vestment included estimates of capital expenditures for industry, electrifics- 
tion, transportation, agriculture, housing, and miscellaneous items. On the 
other hand, the first five-year plan estimated that the national income for 
the five-year period of the plan would be 175.1 billion rubles in terms of 
prices in the respective years. Thus it will be seen that the five-year plan 
provided for total capital expenditures of about 37 per cent of the estimated 
national income, and not for “from a half to three-fourths of the national 
income.” (See T'he Soviet Union Looks Ahead, Horace Liveright, N.Y. 1929, 
p. 19 and p. 175. 
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In the interest of accuracy of interpretation as well as of statement of 
fact | am submitting these notes on an article which in my opinion contains 
, great deal of stimulating analysis of applied Marxism. 

Karu 

University of Pennsylvania 


Repty: The expression “the classless Socialist State” accurately describes 
‘from the Marxian point of view) I believe, the current or about-to-be-ar- 
rived-at situation in the Soviet Union. The remnants of opposing classes 
have been, or are just about to be, “liquidated.” Socialism, as distinct from 
“full Communism” (Lenin’s expression) is established, but there remains 
and will remain need for the State. As Lenin has written: “For a certain 
time not only bourgeois rights, but even the bourgeois State remains under 
Communism, without the bourgeoisie!” (P. 228, Book II, Vol. XXI Collected 
Works of V. I. Lenin, International Publishers, New York, 1932. On all 
this see Chap. 5, The Economic Base of the Withering Away of the State, 
Op. cit. ) 

‘In regard to capital investment during the first five-year plan it must be 
remembered that the various estimates were drastically changed during the 
course of the plan. As changes were made they were proclaimed far and wide 
by all the means of modern propaganda. Among the many careful investigators 
who support the fractions I stated in my article I refer to Michael Farbman’s 
Piatiletka: Russia’s 5-Year Plan, New Republic Inc., N.Y., 1931, p. 84, and 
to Walter Duranty’s works in the N. Y. Times Magazine, April 17, 1982, 
p. 2, where he writes that “three-quarters of the national income (was) 
being devoted to producing the means of production.” 

Gustavus TucKERMAN, Jr. 

New York University 


“‘The Banks, the States, and the Federal 
Government’’: Correction 


Footnote 2 to the article in the December issue of the Review entitled 
“The Banks, the States, and the Federal Government” should be amended 
to say that previous to the suggestion by Mr. Owen D. Young, February 4, 
1931, that commercial banking might be brought under federal control on 
the ground that it was a monetary function, substantially the same suggestion 
had been made by R. H. Lounsbury and C. O. Fisher in an article entitled 
“Two Dangers Threatening the Federal Reserve System,” South Atlantic 
Quarterly, April, 1926; again by Professor Fisher in an article entitled 
“Federal Control of Commercial Banking: A Proposal,” Journal of Political 
Economy, June, 1927; and by M. K. Graham in his presidential address be- 
fore the Southwestern Political and Social Science Association, Dallas, Texas, 
April 18, 1930. 


Bray Hammonp 
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REVIEWS AND NEW BOOKS 
General Works, Theory and Its History 


Value Theory and Business Cycles. By Hartan L. McCracken, (New 
York: Falcon Press. 1938. Pp. xiii, 270. $4.00.) 


The purpose of this book is to show how business cycles can be ey. 
plained by value theory. Embodied value and commanded value are dis. 
cussed separately. The systems of Ricardo, Sismondi, Marx, Lay, 
Proudhon, Owen, and Kellogg are taken as representative of embodied 
value theory. The systems of Malthus, Tugan-Baranowsky, Aftalion, 
Foster and Catchings, Fisher, and Keynes are taken as representatire 
of commanded value theory. It is brilliantly demonstrated that whik 
embodied value theories can explain long-time trends, they cannot ex- 
plain business cycles, while commanded value theories can explain the 
latter. McCracken shows conclusively that currency management schemes 
resting on a commanded value theory are far more logical than such 
schemes resting on an embodied value theory. 


McCracken finds “Malthusian economics” (which has as its basis 
commanded value theory) to have four cardinal points. (1) Supply 
does not necessarily generate demand because value arises in exchange 
and not in production. (2) Money and credit used as a medium of ex- 
change, as developed by Tugan-Baranowsky, make possible the genera- 
tion of partial depressions into general depressions, é.e., partial over- 


production into general over-production. (8) Aftalion has shown that 
the principle of diminishing utility gives a basis for explaining a volur- 
tary failure of demand. (4) A demonstration that monetary instability 
makes for business instability. Under point (2) barter economy is taken 


as if a person exchanges the good he produces for only one other con- 
modity. Although this may do little historical violence to the facts, it 
leads one to believe that the logical factor which makes possible the 
generation of partial over-production into general over-production is 
not a money economy as opposed to a barter economy, but the system 


of producing for a market as opposed to producing for private con- 
sumption. 

In a third part of the book, McCracken discusses the problem of busi- 
ness equilibration. He shows that Proudhon’s chemical theory of exchange 
has some significance when prices are relatively immobile. Tariff, war, 
and unstable money are listed as avoidable causes of instability. It is 
held that little is to be gained by depending on the working of automatic 
forces to carry us out of the present depression. It is clear that this part 


on business equilibration does not rest on the conclusions developed in 
the rest of the book. The conclusion that the end of currency manage 
ment should be to keep money neutral, rather than to preserve the price 
level, reads quite differently from later acquiescence in the statement that 
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“the only sound money is stable money.”” The developed theory does not 
justify the contention that automatic recovery forces are not dependable 
in the present depression; in fact the argument presented is very one- 
sided and if placed alongside of many other well-known factors, it would 
read quite differently. However these dicta occupy a small part of the 
book. 

An article on “Secular Trends and Business Cycles: A Classification of 
Theories” by Commons, McCracken and Zeuch, appearing in the 1922 
volume of the Review of Economic Statistics, throws light on the genesis 
of McCracken’s ideas. 

Evmer C. Bratr 

Lehigh University 


NEW BOOKS 


H. Die Grundlagen der ékonomischen Theorie. (Tiibingen: 
Mohr. 1938. Pp. iv, 100. RM. 3.60.) 


Both in matter and in manner this introduction to the rudiments of 
economic theory is German. The content is interlarded with observations 
on methodology, and reflects the German view of the elementary path to 
theoretical economics. The tone, controversial rather than explanatory, 
has a distant ring to one whose ears are accustomed to the English-speak- 
ing economist who long has regarded this branch of his discipline either 
as settled or as too attenuated for gainful exploration. 

Jevons’ statement of the principle of choice in economics is taken as a 
specimen of the commonplace, inapt form and is recast to cut it loose from 
utilitarian psychology, to avoid methodologic objections, and to fit it for 
mathematical treatment. In reshaping the principle it is stripped of parts 
of the original signification until it meets the objections that have been 
raised, but pari-passu it appears to grow meaningless. Consequently the 
altered form is defended against the accusation that it has become tau- 
tologic. Thereafter the equations of exchange are formed. A subsequent 
section vindicates the equations from the imputation that they merely de- 
note a wearying, manifest relationship among the exchangers from which 
all elements of causality are absent. 

Perhaps the most engaging part of the volume is found in the scrutiny 
that the author gives to the relationship of economic theory to reality. Here 
the conclusion of Max Planck, the physicist, is transferred to economics. 
Under his view theory never pictures the actual world; instead, it serves 
solely as an artful device for the understanding of reality. Thus to the 
theorist two worlds simultaneously exist: one of theory, in which the flow 
of causality can be observed; and another, sensually perceived, with its 
astonishing jumble of phenomena. The organon of theory offers a trying- 
ground to which events from the actual world may be taken for prognostica- 
tion. By this means the pure theorist is relieved from a mindfulness of fact 
and, content with his exclusively horoscopic theory, he need pay no at- 
ee to the taunt that it oversimplifies or belies the world of the prac- 

ical man, 


R. S. Howry 
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Bertouino, A. Appunti sugli albori del pensiero economico inglese. (Siena: 
Circolo Giuridico della R. Universita. 1982. Pp. 179.) 

The author defines the beginning of English economic thought ag the 
moment when English writers dropped the universalism of antiquity and 
the Middle Ages and saw economic situations in a particularist way. He 
first reviews medieval economic doctrines as they were exemplified and 
developed in England. In more detail he then examines many early English 
writers, citing numerous telling passages from their works, giving to Mor 
an entire chapter and to the Reformation (with admiring emphasis op 
Hales) half the volume. There would be room in contemporary English 
literature for a work so succinct and so clearly and vividly written. 


R. F. F, 
Binper, H. Das sozialitére System Eugen Dihrings. Beitrage zur Geschichte 
der Nationalékonomie, Heft 8. (Jena: Fischer. 1938. Pp. viii, 112. RM. 


5.40.) 

Bresciani-Turron!, C. Inductive verification of the theory of international 
payments. Pubs. of the Faculty of Law, no. 1. (Cairo: Egyptian Uniy, 
1933. Pp. 112. P.1 

The author begins by setting forth the facts concerning the German 
foreign borrowings during the years from 1924 to 1929, and the “adjust- 


ment of the German trade balance to foreign borrowings.” His interest, 
however, is not in the balance of trade in any narrow sense but in the whole 
balance of payments and, beyond that, in the adjustment of the German 
economy to the situation. The conclusions which he reaches from his ex- 
amination of the facts are: “Foreign money entered Germany in the form 
of devisen or gold; circulation and banking deposits expanded; the in- 
creased purchasing power of German industrialists and of public bodies 
provoked a rise (or a tendency towards a rise) in the German price level; as 
a consequence imports were stimulated; so that finally foreign credits trans- 
formed themselves into goods” (p. 65). So much for the observed succes- 
sion of events. The author adds comments which are not optimistic upon 
the results of this German borrowing and expresses the hope that at the 
end of the world depression the losses “‘will perhaps not be so enormous as 
they presently appear.” 

The remaining pages are given to a discussion of the theoretical aspects 
of reparation payments. Attention is directed, in connection with repara- 
tions, to the relation between the “internal” and the “external” problems of 
reparation payment. The author is less dogmatic than are those who hold 
the “fiscal” problem and the “transfer” problem in separate compartments. 
The most interesting of the author’s general conclusions is that shifts in 


demand (in the schedule sense) play a large part, in his opinion, in bring- 
ing about the transfer which is called for by an international movement of 
capital. He believes that a case may be made out for such shifts from the 


point of view of theory and that the study of the German case gives rea- 
son to believe that such shifts actually were important. On this point the 
author places himself with those who minimize the importance of 4 
“mechanism” in which price changes play an essential part. His conclu- 


sions upon other points, however, place him rather with those who hold 
to the more orthodox theory. 


C. F. Remer 
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paizioTTi-KRETSCHMANN, J. Lo stato come soggetto economico studi metodo- 
logici sull’ economia politica. (Pavia: Treves-Treccani-Tumminelli. 1933. 
42. 

R. i. and Hewert, W. W. Applied economics: the application of eco- 
nomic principles to the problems of economic life. 2nd ed. rev. (New York: 
Crofts. 19384. Pp. x, 698. $3.75.) 

From the preface to this second edition the following notations are made: 
chapters have been re-arranged in a more logical order; two new chapters 
have been added dealing with achievement and failure in our industrial 
system, and the plight of agriculture. Sections have been introduced deal- 
ing with the development of Fascism and economic planning. Extensive 
revisions have been made in the chapters dealing with unemployment, the 
price system, business cycle, monetary stabilization, banking, interna- 
tional finance, the revenue system of the United States and government 
regulation of ownership. A discussion of the recovery program of the Roose- 
yelt administration is also introduced into some of the chapters. 

Dent, K. Einfiihrung in das Studium der Nationalékonomie. Grundrisse zum 
Studium der Nationalékonomie, Band I. (Jena: Fischer. 1933. Pp. vi, 153. 
RM. 7.50.) 

Denvin, E. F. M. Purchasing power and trade depression: a critique of un- 
der-consumption theories. (London: J. Cape. 1933. Pp. 198.) 

Haney, L. H. Economics in a nutshell. (New York: Macmillan. 1933. Pp. 
xvi, 213. $2.) 

Written in pungent style “to apply economic principles, and especially 
to invite the public into the sometimes cloistered recesses where the eco- 
nomic theorist is wont to dwell.” Author presents the “orthodox” inter- 
pretation of economic texts, but disclaims exaggerated individualism. His 
analysis of current proposals is, while brief and condensed, stimulating. 

Heimann, E. Socialwissenschaft und Wirklichkeit: zwei soziologische Vor- 
triage. (Tiibingen: Mohr. 19382. Pp. 66. R.M. 2.40.) 

Lovey, T. J. Digest of economics. (New York: Globe Book Co. 1933. Pp. 
vii, 366. 98c.) 

“Subject matter covers the requirements of the syllabus in economics 
for secondary schools.” Includes “true-false” questions, “completive” ques- 
tions, “multiple choice”’ questions. 

Lurz, H. L., Foorg, E. W. and Sranron, B. F. A new introduction to eco- 
nomics. (Evanston: Row, Peterson and Co. 1933. Pp. viii, 512, xxxii. 
$1.60.) 

Designed for high school students. Contains review questions, prob- 
lems and suggestions for investigations. In the appendix is a list of ex- 
amination questions taken from the New York State Regents’ Examina- 
tions and other sources. There are many illustrations and charts. 

Munp, V. A. Monopoly: a history and theory. (Princeton: Princeton Univ. 
Press. 1933. Pp. 151. $3.) 

Professor Mund’s history is not that of monopolistic practices, but of 
the development of the monopoly concept from Aristotle’s Politics to Fet- 
ter's Masquerade of Monopoly. His account of modern writing about 
monopoly discusses nothing since 1901 except Clark’s Essentials of Eco- 
nomic Theory, the second edition of J. B. and J. M. Clark’s Control of the 
Trusts, Wieser’s Social Economics, and Fetter’s work. Hence it is not sur- 
prising that his theoretical section reiterates Fetter’s emphasis upon the 
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basing poin m. Certain modern developments of the theory of mon ees 
oly are briefly rejected: the idea that a small number of large produce, aa F 
necessarily exercise some monopoly power and the idea that potentiy " 
competition n ineffective protection to the consumer. Upon this seconj , 
point the theoretical position is somewhat confused; for on page 11] tk ” 
difficulties faced by the potential competitor are set forth as a basis {y the 
monopoly power, whereas on page 150 the removal of the smaller part of ter 
these difficulties enables potential competitors to “hold the large corpon. chs 
tion firmly in check.” 
Corwin D. Epwarns 
ul 
OpprenHeEmmeER, F. System der Soziologie. Band IV. Abriss einer Sozial ynj pe 
Wirtschaftsgeschichte Europas von der Vélkerwanderung bis sur Gegey- the 
wart. Abteilung {del und Bauernschaft: das Mittelalter. (Jena: Fischer, pr 
1933. Pp. xvi, 413-812. RM. 19.50.) ch 
Patopou, N. Economia corporativa e corporativismo economico-fascista, te 
gio critico sulle teorie di N. M. Fovel. (Rome: L’Econ. Italiana. 1933, W 
Pp. 122.) ac 
Rosertson, H. M. A cts of the rise of economic individualism: a criticism la 
of Max Weber and his school. (New York: Macmillan. Cambridge, Eng; tit 
Univ. Press. 1933. Pp. xvi, 223. $8.50.) el 
Simpson, G. Emile Durkheim on the division of labor in society: being a th 
translation of his “De la division du travail social” with an estimate of his 
work. (New York: Macmillan. 1938. Pp. xliv, 439. $3.50.) 0 
Taciiacozzo, G. Economia e massimo edonistico collettivo. (Padua: Milani 0 
1933. Pp. viii, 136. L.16.) e 
The author gives a brief survey of the solutions to the problem of a 
maximum satisfaction suggested by several of the outstanding English, B 
German and Italian economists. The representatives of classical ec r 
nomics regarded maximum welfare as a result of producing the greatest s 
possible amount of wealth, and they paid no attention to the problem 
of distribution. Substantially the same view is held by the prominent 
Italian econom belonging to the school of pure economics, the only | 
difference being that Italian economists of this school explicitly main- 


tain that distribution resulting from free competition secures maximum 
social welfare. 
The first attempt to differentiate between maximum welfare and mat 


imum production was made by followers of socialist and historical schools W 
in Germany, who advocated the uniform distribution of wealth. However 
their solution was not a scientific one, as it was based on social ani - 
ethical postulates. The law of diminishing utility gave scientific support 
to the principle that social welfare could be increased by eliminating 
great inequalities in distribution resulting from free competition. Since 
the utility derived from successive fractions of income is decreasing, ont 
can add to social welfare by transferring some fractions of wealth from 


the rich man to the poor man, 

True, many economists have argued in this way; but to derive the 
principle of equal distribution of wealth from the law of diminishing 
utility is nevertheless erroneous, for this law does not enable us to com- 
pare the degree of utility of the same unit of wealth for different in- 
dividuals. 


F, Vito 
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Mongp. pER LELY. Arbeidsorganisatie, technocratie, welfaart. (Assen: Gorcum 
oducen and Co. 1933. Pp. 200.) 

enti The author aims to give in popular form a survey of economics. He re- 
eal examines the fundamentals of the conventional and attempts to outline 
sis . the premises of a new dynamic-social economics. He considers the ma- 


terial, moral and spiritual factors and notes particularly the dynamic 


Atl character of recent economic problems. 
=o Part 1, a critical study of the réle played by labor in economic evolu- 
<= tion, contends that labor is the fundamental factor in the economic struc- 
ture. Production is the foundation, exchange and distribution are the su- 
ial und perstructure. In the development of economic activities society has left 
Gegen. the sound basis of production for service and accepted production for 
‘ischer, profit. Money-profit has become the deciding factor in the production, ex- 
change and distribution of wealth. Part 2 discusses what the author terms 
a, Sag. technocracy—a mechanization and organization to achieve social welfare. 
, 1933, Where wages, rent and interest are accorded the factors of production 
according to their marginal productivity to the profit-seeking entrepreneur, 
‘iticisn HE «labor has not been permitted to share fully in the benefits of new inven- 
Eng: tions in machinery and organization. Mass production has resulted in un- 
employment; it is motivated by private profit instead of social service and 
the general welfare. 
of his Part 3 discusses welfare, a well-being brought about by the proper co- 
ordination of economic factors. Fundamentally human labor is the basis 
Milani, of material welfare. Each person is an individual but is dependent on his 
environment. Social organization recognizes individual differences in moral 
lem of and spiritual opinions but requires that these be synthesized into a higher 
nglish, unity. This may be accomplished through education and coéperative effort, 
1 eco- national and international. Social reform is not realized through cries, 
reatest scoldings and accusations, through the forming of parties and the making 
roblem of wars and revolutions, but through the stimulation of thought, the pene- 
minent tration of ideas and the strengthening of the powers of organization and of 
e only the sense of responsibility in the human soul. One can well agree with the 
main- author’s analysis of our present economic system without sharing his faith 
ximum in his proposed remedies. The book is worthy of serious consideration. 
R.S. Sasy 
| mar- 
laade Wacenriur, H. Der Systemgedanke in der Nationalékonomie: eine meth- 
mone odengeschichtliche Betrachtung. (Jena: Fischer. 1933. Pp. xii, 384. RM. 
17.50.) 
por Wicxsteep, P, H. The common sense of political economy and selected papers 
asting and reviews on economic theory. Edited by Lionet Rossins. Vols. I and 
Since II. (London: Routledge. 1933. Pp. xxx, 398; vi, 401-871. 8s. 6d.; 12s. 6d.) 
g, one Volume I of Professor Robbins’ excellent edition makes separately 
from available Book I, the “Systematic and constructive” part of Wicksteed’s 
classic. In isolation, this represents the most notable elaboration of mar- 
e the ginal utility theory in English literature. Without graphic or mathematical 
ishing devices, it constructs upon the basis of the universal tendency toward 
com- equalizing marginal satisfactions an edifice of value and distribution theory. 
at in- Adversaries of the marginal analysis may well take this opportunity to re- 


| examine Wicksteed before charging the school generically with assuming 
ITO a hedonistic ethic or with confusing economic analysis and apologetics. 
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Economic essays in honour of Gustav Cassel, October 20th, 1983. (London: 


Ti 
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Volume II embraces the remaining parts of The Common Sense of p,, ula 
litical Economy: Book II, “Excursive and critical,” including diagrammat; an 
presentations of total and marginal utilities, Wicksteed’s singular obj. sic 
tions to supply and cost curves, his indictment of an ambiguous use of “ip. wil 
creasing returns,” his assimilation of rent to capital yields in gener. po 
and Book ITI, suggesting practical applications of the theoretical apparaty, an 


to problems of housing, unemployment, crises, trade unions, etc. The §). 
lected Papers and Reviews which follow afford an intimate view of Wic. 
steed’s social philosophy and further schooling upon his doctrinal po. 


tions. The inclusion of these Wicksteedania is no less fortunate than Pp. 
fessor Robbins’ spirited and sympathetic introduction to the two-volum fae!” | 
work. Howarp §. 


Allen and Unwin. 1933. Pp. 720. 30s.) 7 
| Harald Westergaard, 19. April, 1938. (Copenhagen: Gyldendalske Boo. HM of P 
handel, Nordisk Forlag. 1933. Pp. 259.) 

This is a Festskrift, in honor of Professor Westergaard on his eightieth oe 
birthday, by his former students and colleagues. mer 

The late Professor Birck, in his article “The laws of production ani in t 
distribution: a revision and a critique,” holds that all economic laws (s. nec 
called) are 1 limited and must vary according to changes in socio- use 
economic production, exchange, and _ distribution-consumption; that 
Carver’s “A+B=P” is valueless and cannot be added; that Clark’s two. z 
factor analysis is absurd, for the variation of (say) capital means the der 
same as changing technique; that the product of the combination of the 
factors increases progressively instead of proportionately; and that the vol 
concepts of lal marginal productivity and the marginal productivity ch 
of abstract capital in a system of equilibrium “are new policemen brought a 
forward in defense of the existing distribution.” And Gloerfelt-Tarp. in th 
his “Productivity and the concept capital,” holds that any agent—even free | 
goods—essential in a productive process is originally productive. Thus also to 
capital in all forn in 

Alsing and Nybdlle contribute a statistical study regarding the students wi 
who matriculated in the University at Copenhagen during the years 1913- lic 
1924; even Marstrand contributes a laudatory and explanatory commen- 9 
oration of the late Lujo Brentano and his life-work; Professor Heckscher * 
of Sweden presents an extremely interesting statistical interpretation of (; 
the population movements in Sweden during 1721-1748; Leo Harmaje B 


of Finland contributes an historical article on the commercial relations 
between Finland and Denmark around the year 1831; Professor Frisch of 


Norway adds, in French, a discussion on monopolistic and polypolistic com 
binations, with special reference to the concept of dynamic force in 


economic interrelationships. 


Professor Warming holds that “A world without crises” would be 1 t 
world of slow progress, with decreasing returns for land and capital and " 
an increasing share going to labor; Jérgen Pedersen holds that the concept i 
price-level (Prisniveauet) is incorrect and misleading, is but an arithmeti- 


cal average between arbitrarily adjusted price-figures. Axel Nielsen's 
article deals with the credit-debit relation between countries, especially 
those of Europe-America, before and after America ceased exporting 
capital to Europe; and Adolph Jensen insists that Malthus’ law of pop 
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ylation was correct in view of the hygienic and socio-economic knowledge 
and conditions of Malthus’ time, though very one-sided, but incorrect in 
view of the same phenomena of our time; Professor Zeuthen is occupied 
with the price-political interrelationships between production costs, trans- 
portation expenses, and selling prices—illustrated by algebraic equations 
and geometric planes (a4 la Cassel and Alfred Weber). 

Lyper L. Unstap 


Economic History and Geography 


4n Economic Survey of Ancient Rome. Edited by Tenney Frank. Vol. 


I. Rome and Italy of the Republic. (Baltimore: Johns Hopkins 
Press. 1983. Pp. xiv, 481. $3.00.) 

This is the first of four volumes which, under the general editorship 
of Professor Frank, will present an economic survey of the ancient Roman 
orld. The aim of this survey is the presentation of the literary, docu- 
mentary and archeological evidence bearing upon economic conditions 
in the regions ruled by Rome, together with such explanations as may be 
necessary to enable those who are not experts in the field to make proper 
use of the material assembled. No attempt is made to write an economic 
history or to set forth any special theories regarding Rome’s economic 
development. 

The selection and interpretation of the sources included in the present 
volume have been made with the same care and good judgment that has 
characterized Professor Frank’s previous economic studies, and set a 
high standard for the later volumes of the series. The arrangement of 
the material, partly chronological and partly topical, enables the reader 
to consult the book with the maximum facility. An introduction cover- 
ing the period prior to 887 B.C. is followed by five chapters which deal 
with five successive epochs between that date and the close of the repub- 
lican period; namely, (1) from the Gallic Fire to the First Punic War, 
3887-264 B.C.; (2) the First and Second Punic Wars, 264-200 B.C.; 
(3) the Eastern Wars, 200-150 B.C.; (4) the Gracchan Period, 150-80 
B.C.; (5) from Sulla to Augustus, 80-30 B.C. Each chapter is sub- 
divided into sections under such heads as land and population, public 
finances, coinage, agriculture, industry, commerce, banking, prices, labor, 
ete. 

While it is impossible to discuss the details of any of these topics within 
the limits of this review, there are some general results of the survey 
which arrest attention. Above all, one is struck by the paucity of detailed 
information regarding some of the most significant items of public and 
private income and expenditure. For example, we have no accurate figures 
regarding the total slave population nor of the average prices of slaves, 
no statements of the costs of arming and transporting military forces, 
nor of administering the Gracchan grain dole. It is impossible to form 
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an estimate of the public finances from 90 to 80 B.C. The prices aygi. 
able for wheat, wine and meat refer to abnormal situations, and we 4 
not even know the prices of agricultural land in the last century Bc 
Furthermore, the information available comes from a very few localities: 
Rome, some places in Latium, Campania and Etruria, and parts of 
Cisalpine Gaul. For the rest of Italy under the Roman republic ther 
is practically nothing. Only when we realize the poverty of our source, 
can we appreciate the difficulties which the student has to face in trying 
to build up a clear and connected account of Roman economic history, 
Again, it becomes quite evident that the Roman state, except perhaps 
under Julius Caesar, lacked any definite economic policy and that agr 
cultural interests were dominant to the detriment of commerce anj 
industry. But the reader who is not familiar with the history of th 
ancient world in general must be warned that conditions in Mesopotania, 
Syria, Egypt, Asia Minor, and Carthage presented an altogether dif. 
ferent picture; for there we meet with states which had well-defined eco- 
nomic policies in which manufacturing and foreign trade assumed a 
prominent réle. By far the largest item in the budget of Rome was the 
maintenance of the military and naval establishment; 77 per cent of the 
total between 200-150 B.C.; over 57 per cent between 150-80 B.C., the 
only periods for which the total budget can be calculated with som 
degree of probability. In times such as the First and Second Punic War 
and the Civil Wars of the last century B.C. the percentage was much 
higher still, but in this respect Rome did not differ very markedly from 
modern states. 


There are not many typographical or other errors in the text, but a 
few call for correction. The area of the Roman state before the First 
Punic War is given as 10,000 square miles on p. 56, as 7,000 on p. 75; 
on p. 202 the phrase socii nominis Latini is translated as “Italian” ir- 


stead of “Latin” allies ; the compensation offered by the Senate to Sextus 
Pompey for the loss of his father’s property appears as 50,000,000 
sesterces on p. 337, as 70,000,000 on p. 898. It might have been advis- 
able to include in the list of dates prefixed to the several chapters thos 
of the organization of all the provinces acquired in each period. The 
bibliography is well chosen and there is a good index. One will look for- 
ward with eagerness to the appearance of the remaining volumes which 
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Bearp, M. R., editor. America through women’s eyes. (New York: Mac 
millan. 1933. Pp. 558. $3.50.) 

This volume illustrates “the share of women in the development of 

American society—their activity, their thought about their labor, and their 
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avail thought about the history they have helped to make or have observed in 

We i the making.” Extracts from histories, letters, journals are connected by 
0 


expository interpretation of the editor. Chapter 4 is entitled “Machine 
industry and plantation’; Chapter 11, “Carrying on in agriculture’; and 


y BC, 


ities: Chapter 12, “Carrying on in big business.” 

rts of 3cnencer, H. La question des dettes. (Paris: Hachette. 1933. Pp. 306.) 

there nina, A. C. British regulation of the colonial iron industry. (Philadelphia: 

eens Univ. of Pennsylvania Press. London: Humphrey Milford. 1933. Pp. xii, 
163. $2.) 

trying 


This little book written as a doctoral dissertation is an essay in eco- 


story, nomic planning. The British forests had been used up and Britain was 
Thaps forced to depend upon Sweden, Russia, and other continental countries 
; agri- for much of its iron. In case of war this dependence might become dan- 
@ and gerous. There was an obvious political advantage in turning to the Ameri- 
of the can colonies for its supply. ; é; 

The author analyzes the different classes or interests in regard to the 
tami British-American iron situation. The British manufacturers of ironwares 
r dif won as against furnace owners who wanted to keep out colonial pig iron 
d eco- and against forge owners who wanted to obtain colonial bar iron. Accord- 
med a ingly, the export of colonial pig and bar iron to Britain was encouraged, 
as the whilst the manufacture of finished ironwares in the colonies was to be cur- 

tailed through the prohibition of slitting mills. 

of the The plan failed. Slitting mills continued to operate in the colonies, the 

Day the export of pig and bar iron to Britain did not develop because of high 

- Some freight and labor costs, and the colonies had plenty of iron when the Revo- 

Wars lution was upon them. The colonists were not expert in the finer iron work- 

ar ing; but they could manufacture iron of excellent quality and they could 
fashion implements, tools, utensils, and cannon that served local purposes. 

from The author has told a clear story, making good use of sources both pri- 
mary and secondary. Several pictorial illustrations, representing machin- 

but a ery and other equipment, add to the interest of the book, though they are 

First hardly integrated with the text. N. S. B. Gras 

D. 73; 

n” in- Bresner, J. B. The explorers of North America, 1492-1806. (New York: 

Sextus Macmillan. 1988. Pp. xv, 502. $8.50.) 

0.000 Campsett, T. D, Russia: market or menace? (New York: Longmans Green. 

advis 1932. Pp. x, 148.) 

thos _ This monograph is an account of the author’s observations of condi- 

tions as he saw them in various agricultural regions and industrial centers 

. The of Soviet Russia during a period of two short visits. One of the outstanding 

k for- agricultural engineers of the United States, operating 95,000 acres of farm 

which land in Montana and raising wheat and flax, Mr. Campbell was invited 
by the Soviet Government to go to Moscow in 1929 as special adviser and 

DAK consulting engineer to discuss with their agricultural experts the Five- 


Year program as it is related to farming. In 1930 he was invited to return 
to Russia to make an official inspection of the state and collectivized farms 

Mac: during the harvest season. 
‘ , rhe book contains six chapters and a foreword. Chapter 1 is a narra- 
onal tive of the first trip to Russia in January, 1929. Chapter 2 discusses in 
i thei general terms the situation in Soviet Russia as regards industry and agri- 
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culture. Chapter 3 describes the organization of codperative and coll... 
tivized farms of various kinds, Chapter 4 narrates the experiences of ¢}, 
author on the occasion of the second trip to Russia in the summer of 1930, 
Chapter 5 continues the narrative, pointing out the noteworthy changes 
that occurred in the interval between the two visits. Chapter 6 is an ap- 
praisal of the Soviet scheme of things. 

The reader is left to decide whether Russia is a market or a menace; by; 
it is not difficult to read between the lines of the book that the author ep. 
siders Russia a market opportunity rather than a danger spot. To vit. 
“As I have shown, the Russians prefer American goods. But . . . our pres. 
ent negative attitude (with regard to long-time credit arrangements) {p. 
ward Russian trade is resulting in our loss, not Russia’s” (p. 140), “| 
have very little patience with the people who think that Communism ey 
destroy the United States . . . I am convinced that all the Commnnistic 
propaganda that could be printed or spoken could not shake the confidence 


of our people in our Constitution, or diminish their loyalty to our govern- den 
ment” (p. 146). And finally: “I believe that we should trade with Russia, Beit 
Europe, by adopting our methods of mass production, has already taken Fisc 
the European market away from us, and will soon have all the Russian Fanra 
market. It is undoubtedly the greatest market in the world today for Vita 
American goods, and if we take that market now we will have it for the next FLAND 
fifty years.”” As I write (November 17) the radio announces that the Care 
Roosevelt Administration has recognized Soviet Russia. Apparently Wash- fame 0475 
ington has at least one eye cocked toward the world’s “greatest” market, of J 
J. S. Rosinsox 
Asst 

Ceruuut, E. Etiopia occidentale (dallo Scioa alla frontiera del Sudan). Vol. 
II. Note del viaggio, 1927-28. (Rome: Sindacato Italiano Arti Grafich. =. 
1933. Pp. 266. L. 25.) Pp. 
Coxe, G. D. H., and Coxe, M. The intelligent man’s review of Europe toda. fm!" 
(New York: Knopf. 1933. Pp. xvii, 624, xxiv. $3.) ys 
Part 3 (pp. 239-384) deals with economic conditions in Europe, cover- Ger 
ing the post-war economic situation, the world slump, European agricil- Pp. 
ture, monetary problems, proposals for raising the price-level, proposals Hint, 
for restoring the gold standard, the strangling of European trade, and Crp 
wages. 
Cor LTER, E. M. A history of Georgia. (Chapel Hill: Univ. of North Carolin I. 
Press. 1933. Pp. 460. $3.50.) Hea 
Dean, V. M. Soviet Russia, 1917-1933. World affairs pamph., no. 2. (Bos- Shs 
ton: World Peace Found. New York: Foreign Policy Assoc. 1933. Pp. 40. ae 

50c.) 
Dovexas, P. H. Collapse or cycle? (Chicago: Am. Library Assoc. 1933.) Jou 
Eurr, A. Communism in Germany! The truth about the communist conspiracy i 
on the eve of the national revolution. (Berlin: Gen. League of Germa Kor 
Anti-Communist Assoc. 1933. Pp. 179.) os 
Einaupi, L. La condotta economica e gli effetti sociali della guerra italian. " 
(Bari: Laterza. 1933. Pp. xxxii, 444. L. 50.) : 
This volume resumes and closes the Italian series of the Economic and wi 
Social History of the World War, edited by Carnegie Endowment. In short ?, 
compass it gives a substantial account of the multifarious economic ani i 
social transformations of Italy brought about by the war. It contains vivid a 


description and comment on the financial and technical effort and of the 
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sufferings endured by Italy during the time of war; of the economic policy 
adopted by the state, which has developed a sort of collectivism through 
the public organization of agriculture, industry and trade and through 
the regulation of consumption. The second half of the book gives a sketch 
Italian economic life during the turbulent years after the war and of 
the difficult work of financial reconstruction. The book is well written; 
some pages are in a fascinating style. Chiefly remarkable are the first chap- 
ter. which is an acute and original sketch on the fundamental character 
of economic life in Italy on the eve of war, and the last chapter, which 
points out the moral weakness of some classes in the post-war period and 
the causes of the growing dependence of economic activity upon the state. 
Roth chapters are valuable contributions on the making of modern Italy. 
Riccarpo Bacui 


J. Untersuchungen sur klésterlichen Verfassungsgeschichte in 
den Didzesen Magdeburg, Meissen, Merseburg und Zeitz-Naumburg. 
Reitrige zur mittelalterlichen und neueren Geschichtg, Band 4. (Jena: 
Fischer. 1983. RM. 4.20.) 

Fanrant, A. Le origini dello spirito capitalistico in Italia. (Milan: Soc. Ed. 
Vita e Pensiero. 1938. Pp. vi, 180. L. 10.) 

Franvers, R. B. Plantation slavery in Georgia. (Chapel Hill: Univ. of North 
Carolina Press. 1933. Pp. 800. $3.50.) 

Gates, C. M., editor. Five fur traders of the Northwest. (Minneapolis: Univ. 
of Minnesota Press. 1983. Pp. 298. $3.50.) 

Gweonse, H. D. World depression, world recovery. (Chicago: Am. Library 
Assoc. 1983. Pp. 22.) 

Gwronse, H. D. and Brant, I. War debts: articles. Internat. conciliation 
no. 294. (New York: Carnegie Endowment for Internat. Peace. 1933. 
Pp. 51. 5c.) 

Havsterrer, L. The machine unchained: revolution in the world economic 
system from the first steam engine to the crisis of plenty. Translated from 
German by Marcaret M. Green. (New York: Appleton-Century. 1933. 
Pp. 391. $3.) 

Hitt, R. R. Fiseal intervention in Nicaragua. (Washington: Author, 4929 

Jutterworth Pl., N.W. 1933. Pp. 124. $1.55.) 

Hotsroox, F. F. and Appext, L. Minnesota in the war with Germany. Vol. 
IT. (St. Paul: Minnesota Hist. Soc. 1932. Pp. x, 290. $2.50.) 

Hrupert, R. L., and others, editors. Virginia economic and civic. (Rich- 
mond: Whittet and Shepperson. 1933. Pp. 448. $4.) 

Jackson, J. and Kine-Hatt, S., editors. The League year-book, 1933. 2nd 
annual ed. (New York: Macmillan. 1933. Pp. xiii, 468. $4.50.) 

Jounson, E. H. The basis of the commercial and industrial development of 
Texas: a study of the regional development of Texas resources. Monog. no. 
_9. (Austin: Univ. of Texas Bur. of Business Research. 1933. Pp. 148.) 

Kon er, M. J. The United States and German Jewish persecutions—prece- 
dents for popular and governmental action. Reprinted from the bull. of 
the Jewish Acad. of Arts and Sciences. (Cincinnati: Jewish Acad. of Arts 
_and Sciences. 1933. Pp. 77.) 

Koun, H. Nationalism in the Soviet Union. (New York: Columbia Univ. 
_ Press. 19383. Pp, 175. $2.50.) 

LANpis, B. Y, The third American Revolution: an interpretation. (New York: 
Association Press. 1988. Pp. vii, 156. $1.75.) 
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Author is associate secretary of the Department of Research and Ei), 
cation of the Federal Council of Churches of Christ in America and exe, 
tive secretary of the Country Life Association. The volume provide; , 
survey of legislation and administration to stimulate national regoy 
The appendix contains a list of topics for discussion. 

Linptey, E. K. The Roosevelt revolution: a history of the New Deal. (Ney 
York: Viking Press. 1933. Pp. viii, 8328. $2.50.) : 

An exceptionally readable account of the economic and social policies of 
the Roosevelt administration, brought down to October, 1988. The autho 
on the staff of the New York Herald-Tribune, is free from bias in his harms. 
tive and interpretative comment. The more recent monetary policy, however 
does not come within the scope of his chronicle. 

McKay, D. C. The national workshops: a study in the French Revolution of 
1848. Harvard hist. stud. vol. 35. (Cambridge: Harvard Univ. 1933, Pp, 
217. $2.50.) 

Mannino, H. T. British Colonial government after the American Revolution, 
1782-1820. (New Haven: Yale Univ. Press. 1933. Pp. xii, 568. $4.) 
Mason, A. T. Brandeis: lawyer and judge in the modern state. (Princeton: 

Princeton Univ. Press. 1933. Pp. vi, 208. $2.) 
Maxwe tt, B. W. The Soviet state: a study of Bolshevik rule. (Topeka: Steves 
and Wayburn. 1934. Pp. 400. $3.50.) 

Author is professor of history and political science at Washburn College, 

Morrara, G. Problemi economici dell’ ora presente. (Milan: Polig. degli 
Operai. 1933. Pp. 78.) 

This compact discourse on the economic consequences of the war begins, 
as did Keynes’s volume, with a seductive picture of the comparatively 
stable world which antedated the war. It is true that not a few of the most 
disturbing developments got well under way while the war was yet being 
fought, such as the new distribution of gold, the dislocation of prices, the 
progressive but unequal impoverishment of peoples. But many other con- 
ditions, which merely threatened to appear when Keynes wrote, now pro- 
vide the historical material by which Mortara explains the genesis of the 
world depression. 

Peace brought a losing conflict between the tendency to resume previous 
ways and a variety of subversive and transforming tendencies. Perms- 
nent changes in the international division of labor brought changes in the 
balance of trade and sustained the new economic nationalism. Class strug- 
gles appeared in various countries. Everywhere the functioning of ec 
nomic institutions was altered. The selfishness of men, which was partly 
suppressed during the war, reasserted itself in new contests between men, 
between classes, between countries. State intervention in business took on 
forms scarcely dreamed of before the war, ranging from drastic taxation 
and trade restrictions to complete control. 

Mortara offers a masterly analysis of fundamental changes in world 
economy which headed toward the catastrophe that followed: policies af 
fecting production, tariffs, credit, money (stabilization of money before 
trade is stabilized), the equivalence of prices in different countries. 

At bottom, the depression was purely social in character. Elaborating 
this thought, Mortara allows himself to suggest that a lowering of tarif 
barriers, coupled with association of capital and labor on unutilized re- 
sources, would gradually eliminate unemployment; but he fortunately goes 
on to more realistic considerations. He is impressed with the success of 
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the Soviets, though unable to condone their suppression of individual ini- 
tiative. Mere opposition to their program would not avail to redeem the 
world from chaos. Mussolini was the first statesman to discover that the 
alternative must consist of nothing less than a modification of capitalism, 
and devised for Italy the corporative state. 

Although it is Mortara’s keen sense of the necessary sequence of events 
that will most abide by his readers, it may be added that he offers a pro- 
cram of recovery. He emphasizes cancellation or reduction of intergov- 
ernmental and private external debts, reduction of internal debts, lower- 
ing of tariff barriers, resumption of the migration movement, return to a 
gold monetary base and reduction of government expense. 

R. F. Foerster 


Mortara, G. Prospettive economiche. (Milan: Universita Bocconi. 1933. Pp. 
svi, 631, 19. L. 50.) 

In its scope, the authoritativeness of its data, and the fundamental char- 
acter of the topics it discusses, this thirteenth volume in a series of year- 
books is not less admirable than its predecessors. Like them, it discusses 
broadly, with much statistical detail, various great commodity markets— 
grain, wines, olive oil, coal, petroleum, electrical energy, iron, copper, silk, 
cotton, wool, rayon (this more extensively than in some former years), 
also transportation by sea and land, and monetary changes. Each chapter 
deals with world conditions, and separately with their Italian counterpart. 
Despite the book’s factual emphasis, some synthesizing ideas emerge. “‘Al- 
most every page,” says the author, “where, with the greatest effort to be 
objective, we have described events and sought their causes, gives evidence 
... of the absolute dominion of political factors over economic, in the last 
fifteen years.” Economic nationalism, he concludes, will yield only to stable 
conditions of peace. American readers will not find much about the mone- 
tary policies of the New Deal except bewilderment. 

R. F. Foerster 


Poxrovsky, M. N. Brief history of Russia. Vol. II. (New York: Internat. 
Pubs. 1983. Pp. 848. $2.50.) 4 

Ponp, P., and others. Five fur traders of the Northwest. Edited by Cuarves 
M. Gares. Minn. Soc. of Colonial Dames of Am. pub. (Minneapolis: Univ. 
of Minnesota Press. 1938. Pp. 303. $3.50.) 

Rosertson, H. M. Aspects of the rise of economic individualism. Cambridge 
stud. in econ. hist. (New York: Macmillan. 1933. Pp. 239. $3.50.) 

Rowe, K. W. Mathew Carey: a study in American economic development. 
Johns Hopkins Univ. stud. in hist. and pol. sci. (Baltimore: Johns Hop- 
kins Press. 1983. Pp. 140.) 


Although a reader might not accept, without some reservation at least, 
the assertion made in the opening sentence of this excellent monograph 
that “the course of economic events in this country would have been far 
different but for Mathew Carey and Hezekiah Niles,” the author proves 
convincingly that Carey, Irish immigrant to America in 1784, was one of 
the foremost Americans of his time. Certainly he was one of the most 
active—essayist, publisher, promoter, public speaker, humanitarian, pa- 
triot, economist. As economist, he was most contemptuous of abstract sys- 
tems of economic theory. The only kind of system he was interested in 
setting up was a set of rules of action by which the national economic life 
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of his adopted country might be advanced. Colbert, Sully and Hamilts, Thi 
rather than the great masters of the English classical school, provided the in Ge 
intellectual foundation of his economics. The Wealth of Nations Carey sever: 
found to be “very dry,” “full of verbiage” and in considerable measy,, and ¢ 
“absurd.” Van Wi 

His own contributions to American economic development are containej bouw 
in a vast number (the author has listed well over two hundred) of essays, tinus 
memorials, reports and addresses which dealt with the pressing problen; Th 
of early nineteenth century America. Of the major issues to which he de. pices 
voted his attention, the most significant to him and the one he most ardently brou 
supported was the American System. Perhaps America’s most fanatica| Unit 
mercantilist, he gave the best part of his life toward pleading the cause of ing 1 
national self-sufficiency. The author assigns him a position of paramount Caze 


importance as “one of the founders if not the founder of the American 
System.” Opposition emerged from three sources. First, the free-trade 
South honored him with the title “the big ourang-outang and baboon of 
the monkey system.” Second, the class harmony theory which colored 4]] 
his thinking on this issue was by no means universally accepted. Third, 
one of his greatest disappointments was his failure after several attempts 
to organize the influential manufacturers in support of the American Sys- 
tem. The climax of his public career came with the enactment of the tarif 
of 1828. 

The story of Carey’s active participation in public discussion over other 
phases of American economic life—banking and currency, internal im- 
provements, poverty, taxation and slavery—is dramatically depicted. The 
author has succeeded very well in achieving his aim “to inject some breath 
of life’ into a study of a fascinating and somewhat neglected figure. 

Rosert Carey 


Scuvesincer, A. M. Political and social growth of the United States, 1852- 
1933. Rev. ed. (New York: Macmillan. 1933. Pp. xi, 564. $3.) 

Ste, H. Origini ed evoluzioni del capitalismo moderno: schizzo storico. 
(Milan: A. Corticelli. 1933. Pp. viii, 245. L. 12.) 

Seciers, L. Charleston business on the eve of the American Revolution. 
(Chapel Hill: Univ. of North Carolina Press. 1983. Pp. 230. $2.50.) 
Sireos, A. Ungarns Stellung in der Weltwirtschaftskrise. Sonderabdruck aus 

Ungarisches Wirtschafts-Jahrbuch, ix. Jahrg., 1988. (Budapest: Selbst- 
verlag des Verfassers. 1933. Pp. 31.) 
Siater, G. The growth of modern England. (Boston: Houghton Mifflin. 
1933. Pp. xi, 642. $4.) 
Stone, R. G. Hezekiah Niles as an economist. Johns Hopkins Univ. stud. 
in hist. and pol. sci. (Baltimore: Johns Hopkins Press. 1933. Pp. 137. 
$1.75.) 
A monographic study of one of the founders of Niles’ Register and a pre- 
eminent promoter of the American System. The study is thoroughly an- 
notated and is a contribution to economic history. 
TANNENBAUM, F, Peace by revolution: an interpretation of Mezico. (New 
York: Columbia Univ. Press. 1933. Pp. 817. $3.50.) 
Tuetwatu, J. W. F. Economic conditions in Germany to June, 1933: report. 
(New York: British Library of Information. London: H. M. Stationery 
Office. 1933. Pp. 166. $1.88.) 
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This furthers the serviceable periodic survey of economic developments 
in Germany, the present report continuing that of September, 1932. The 
-eyeral chapters cover foreign trade, industries, fuel and power, transport 
and communication, and labor. 
wy Wivrer, P. J. Het aandel van den Amsterdamschen handel aan den op- 
bouw van het Amerikaansche Gemeenebest. T weede deel. (‘The Hague: Mar- 
tinus Nijhoff. 1938. Pp. xxiv, 500.) 

The first volume of this work appeared in 1927, published under the aus- 
vices of the Netherlands Economic-Historical Archives Association, and 
brought the study of the commercial and financial relations between the 
United States and the Netherlands down to 1789. The second and conclud- 
ing volume, under the same auspices, begins with 1789 when Théophile 
Cazenove came to this country as a representative of four big Amsterdam 
concerns and is largely an account of his activities in representing Dutch 
financial and commercial interests. We are given well-documented accounts 
of trade and commerce with the Netherlands at that time, of Alexander 
Hamilton’s loans in Amsterdam, of Dutch gold used in large amounts in 
the construction of bridges, roads, canals, river improvements, etc., in the 
United States, of Dutch participation with Robert Morris and others in land 
companies and land speculations, and of Dutch financial aid in the Louisiana 

purchase. 
An exhaustive bibliography and four maps add materially to the value of 
the work. The author deserves much credit for his scholarly presentation of 
the close and vital economic relationship existing between the Netherlands 
and the United States during the earlier period of our history. 


R.S. Sasy 


Weis, H. G. The shape of things to come. (New York: Macmillan. 1933. Pp. 
ix, 431. $2.50.) 

Commenting on this imaginary history of the next eight centuries, in its 
rather unnecessary fictional setting, Mr. Wells writes at the end: “If this 
is neither a dream book nor a Sibylline history, then it is a theory of world 
revolution. Plainly the thesis is that history must now continue to be a string 
of accidents with an increasingly disastrous trend until a comprehensive 
faith in the modernized World-State, socialistic, cosmopolitan and creative, 
takes hold of the human imagination.” 

The book opens with about one hundred pages in which the present world 
situation is presented in scintillating critical review. American readers will 
be particularly interested in the careful, and on the whole sympathetic 
account of that almost forgotten episode, the Ford peace ship, in which 
Mr. Wells sees a prophetic symbol of the European adventure of Mr. Wilson. 
Then follows the most brilliant part of the book: the “history” of the ac- 
celerating breakdown of all our present efforts at world order, of the next 
world war (1940-50), and of the ensuing collapse of organized society. This 
collapse includes the entire financial and political system of the United 
States, which is treated with lively irony and incisive humor. Applied sci- 
ence—Mr. Wells’s infallible nostrum—alone survives, with Mr. Edsel Ford 
as its major prophet. Out of that, by a sort of spontaneous fraternal move- 
ment, springs the “air dictatorship” ; one recognizes the typical Wells hero 

rit large as the savior of society. Under pressure of obstacles and revolts 


the dictatorship becomes increasingly dictatorial. The world order that 
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it “imposes” is of that intolerably rational, standardized, hygienic king 
in which Mr. Wells would probably find himself—though he does not knoy 
it—an exceedingly unhappy mortal. That it provides plenty and Pleasure 
to the inhabitants of a unitary world system fails to render the pros 
either interesting or attractive. Such an outcome is almost inevitable jp 
writing of this kind; and it seems hardly fair to dwell on the naiveté os 
Mr. Wells’s social psychology or the poverty of his philosophy. He has he. 
come the Jules Verne of the sociologists, and in these latter respects ig aboy 
that writer’s contemporary. 


We ter, E. Ende und Lehren der Krise. (Frankfurt am Main: Societatsverlay 
Frankfurt am Main. 19338. Pp. 80.) 

Wuitseck, R. H. Industrial geography: production, manufacture, commerc. 
(New York: Am. Book Co. 1933. Pp. 608.) 

Winvert, N. Australia as producer and trader, 1920-1932. Issued under the 
auspices of the Royal Inst. of Internat. Affairs. (New York: Oxford Uni. 
Press. 1938. Pp. xvi, 320. $5.) 

Woopueap, H. G. W., editor. China yearbook, 1933. (Chicago: Univ. of Chi- 
cago Press. 1933. Pp. 787. $12.50.) 

Annuario de los Estados Unidos Mexicanos, 1930. (Tacubaya: Departamento 
de la Estadistica Nacional. 1932. Pp. xiv, 529.) 

Conférence Economique Paneuropéenne, Vienne, Décembre, 1988. (Vienna: 
Ed. Paneuropéennes. 1933. Pp. 209-272. 8.40 fr.) 

Facts and factors in economic history. Articles by former students of Edwin 
Francis Gay. (Cambridge: Harvard Univ. Press. 1932. Pp. x, 757. $6.) 

No one in America has done more than Professor Gay to establish the 
claims of economic history to a right to a hearing in the assembly of disci- 
plines. It is therefore fitting that on his twenty-fifth year of teaching a few 
of his numerous students and disciples should present to him, and to the 
world of scholarship, this handsome volume of substantial and interesting 
contributions. These contributions range over a wide field from a considers- 
tion of the fundamental problems of economic history throughout the whole 
wide extent of the periods of economic history to the recent problems of 
policy and practice on which economic history can shed a ray of light. This 
wide sweep of contributions in a manner illustrates Professor Gay’s wide 
range of interests and his ability to illuminate and fructify the world of eco- 
nomic practice because of his masterly control of the facts of the economic 
past. The volume, edited by Professors Arthur H. Cole, A. L. Dunham, and 
N.S. B. Gras, covers problems in the economic history of ancient Greece, 
England, France, Spain, Japan, Czechoslovakia, Canada and the United 
States by the following persons: W. T. Jackman, A. B. Wolfe, C. P. Huse, 
W.E. Lunt, H. L. Gray, F. C. Dietz, Margaret Randolph Gay, Julius Klein, 
A. P. Usher, E. J. Hamilton, Clarence Perkins, A. L. Dunham, Blanche 
Hazard Sprague, D. H. Buchanan, J. C. Hemmeon, W. W. McLaren, Ches- 
ter W. Wright, A. H. Cole, W. O. Scroggs, L. C. Hunter, C. L. Hodge, T. P. 
Martin, A. N. Holcombe, C. O. Ruggles, S. O. Martin, Eleanor L. Dulles, 
N. S. B. Gras, M. T. Copeland, Elizabeth W. Gilboy, E. E. Lincoln, 
Rudolf A. Clemen, Anne Bezanson, C. E. Persons, and Joseph S. Davis. 

The vast array of interests represented here from population in ancient 
Greece to technological unemployment; from types of capitalism to Bats, 
chief figure in the world shoe industry ; from Spanish mercantilism, Spanish 
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guilds, Spanish shipping to the light and power industry and managerial 
factors in marketing; from English taxation, Elizabethan apprenticeship 
to banking in Alabama and the Boston and Albany Railroad; from the di- 
plomacy of Richard Cobden to the rise of American carpet manufacture; 
from the textile industry in Japan to some historical aspects of labor turn- 
over, may seem a mozaic of pieces dragged in at random. The impression, 
however, gathered from reading this volume is precisely the opposite of that 
of disparateness and incongruity ; it is rather one of unity and of interrelat- 
edness of the fundamental economic factors. Without intending it, the con- 
tributors to this volume have displayed in their contributions a great deal of 
the essential unity of economic processes as they are bound to appear when 
viewed genetically. Besides being a contribution to economic history in this 
wider sense, many of the articles herein contained are also genuine contribu- 
tions to history and theory, in the more literal sense, because they present 
new materials on which to base new conceptions or new points of view in 
the interpretation of materials already familiar. In addition to all this the 
volume makes very interesting reading, the articles by A. O. Martin and Ed- 
mond EF. Lincoln adding piquancy to the general tenor of scholarly restraint 
and decorum. American economic history is richer by Professor Gay’s ac- 
tivity to a degree which this volume has helped to remind us. 


Max S. HanpMAN 


Manuel statistique de la République Tchécoslovaque, IV. (Prague: L’Office de 
Statistique. 1932. Pp. xvi, 487. 45 Ké.) 

Newfoundland Royal Commission, 1933: report. (London: H. M. Stationery 
Office. 1933. Pp. vi, 283. 5s. 6d.) 

Statistical year-book of the League of Nations, 1932-33. (Geneva: League of 
Nations. Boston: World Peace Foundation. 1933. Pp. 292. $3.) 

World economic survey, 1932-83. (Geneva: League of Nations. Boston: World 
Peace Foundation. 1938. Pp. 345. $2.) 

This is the second volume of a series begun in 1930. The present volume 
is prepared by J. B. Condliffe of the Economic Intelligence Service of the 
League of Nations. The survey is “up-to-date,” covering the first half of 
1933 to July. Successive chapters deal with prices, disorganization of pro- 
duction, wages and social policy, profits, public finance, international trade, 
monetary policies and world debts. In the appendix is a useful chron- 
ology of events. 

Vorld production and prices, 1925-1932. (Geneva: League of Nations. Bos- 
ton: World Peace Foundation. 1933. Pp. 155. $1.) 
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World Resources and Industries: A Functional Appraisal of the Avail- 
ability of Agricultural and Industrial Resources. By Exicu W. 
ZIMMERMANN. (New York: Harper. 1933. Pp. xix, 842. $4.00.) 

This is a notable book in its field. As the subtitle suggests, it describes 
resource utilities, rather than mere units of power and matter, thereby 
transcending the conventional conception of resources as something that 
can be adequately expounded in statistical tables. The usefulness or 
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value of a resource is determined not only by its quantity, quality, anj 
location, but also by social, political and technical factors that are con- 
stantly changing. A tract of plow land or a body of iron ore may be 
physically absolute and stable; but in respect to human use it is rel. 
tive and variable, since its utility at any point of time depends upo, 
things outside itself, such for example as scientific discoveries and inven. 
tions, the shifting needs and tastes of those who employ its products, and 
competing substances and supplies. These aspects come especially to the 
fore in considering resources from their functional or social-service side 

This hint as to the way the author approaches his theme should no! 
convey the impression, however, that he loses himself in ideology and 
refined analysis at the expense of factual information. To be sure, aboy: 
one-fifth of a very substantial volume is devoted to an introduction de. 
veloping his canons of exposition, which would make a neat little treatise 
in itself. But this is followed by two major scctions, which form the bulk 
of the work, dealing respectively with the resources of agriculture and 
their utilization and the resources of industry and their utilization. These 
discussions subordinate statistics to text more than does the usual manual 
upon such subjects, but they contain well chosen summary tables and 
graphs that furnish triangulation points and base lines for a general 
survey. Moreover, footnote references and an excellent bibliography 
guide the reader to abundant source material. 

An account of the world’s resources under their functional aspect is 
likely to have more permanent validity than an account limited largely 
to their statistical and quantitative features. Therefore Professor Zim- 
mermann’s volume, while not as convenient for contemporary reference 
as some others, promises to have more enduring value. It is not only in 
the main a pioneer work so far as America is concerned, because it intro- 
duces a more scientific method of resource appraisal than we have used 
before, but it is a solid—and as such things go a lasting—contribution 
to world literature upon the subject. Certainly it will be prized by the 
economic historian of the future. 

Some of the author’s theses may invite debate; indeed, that is prob- 
ably their purpose. In a note introducing the final division of the volume, 
entitled “Foreground and Perspectives,” he says: 


. .. two major issues are selected to which the remaining space is devoted: 
the problems of conservation and of economic nationalism. One deals with 
the rate of economic utilization; the other, with its institutional aspects, in 
particular with the social lag between political myths and economic realities. 
These are among the weightiest problems facing the economist and the states- 
man today, toward the solution of which this study of resources may con- 
tribute a modest mite. 
Victor S. Ciark 
Washington, D.C. 
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NEW BOOKS 


Arovier, J., and others. L’agriculture dans l’évolution de la crise mondiale. 
(Paris: Alcan. 1983. Pp. 233. 20 fr.) 

Reports of conferences held in Paris during the months of February to 
April, 1933, organized by L’Institut National Agronomique and L’Associa- 
tion Amicale de ses Anciens Eléves. The several speakers reviewed agricul- 
ture in the United States, Germany, Central Europe, South America, the 
Orient and France. 

Bean, L. H. and Cuew, A. P. Economic trends affecting agriculture. (Wash- 
ington: Supt. Docs. 1933. Pp. 46. 5c.) 

Braptey, C. J. The use of credit on selected Kentucky farms. Bull. no. 843. 
(Lexington: Kentucky Agric. Experiment Station. 1933. Pp. 149-188.) 

Brunner, E. peS. The Farm act of 1933: its place in the recovery program. 
Nat. crisis ser. (New York: Teachers Coll., Columbia Univ. 1933. Pp. 29. 
25c.) 

Cuane, L. L. Farm prices in Wuchin, Kiangsu. A reprint. (Nanking: Nanking 
Journal. 19383. Pp. 62.) 

Cuapman, B. B. The climatic regions of China. Prel. rep. of the China Land 
Utilization Study. (Nanking: Univ. of Nanking, Coll. of Agric. and For- 
estry. 1933. Pp. 77.) 

Crayton, C. F. and Peer, L. J. Land utilization as a basis of rural economic 
organization: based ona study of land utilization and related problems in 18 
hill towns of Vermont. Bull. 357. (Burlington: Vermont Agric. Experiment 
Station. 1933. Pp. 144.) 

FowLer, H. C. Seasonal variation in milk production under the basic rating 
plan. Bull. 353. (Burlington: Vermont Agric. Experiment Station. 1933. 
Pp. 32.) 

Gancit, D. R. and Gapait, V. R. A survey of the marketing of fruit in Poona. 
Pub. no. 8. (Poona: Gokhale Inst. of Pol. and Econ. 1933. Pp. viii, 184. Rs. 
2-8.) 

Hacker, L. M. The farmer is doomed. (New York: John Day. 1933. Pp. 31.) 

Harrkemerer, H. P. The supply function for agricultural commodities: a 
study of the effect of price and weather on the production of potatoes and 
corn. Stud. vol. 7, no. 4. (Columbia: Univ. of Missouri. 1933. Pp. 79. $1.25.) 

Hepricx, U. P. A history of agriculture in the State of New York. (Geneva: 
N.Y. Agric. Experiment Station. 1933. Pp. 475. $3.) 

Jounson, L. H. and Muse, M. Cash contribution to the family income made 
by Vermont farm homemakers. Bull. 355. (Burlington: Vermont Agric. Ex- 
periment Station. 1983. Pp. 42.) 

Kiessuine, O. E. Mineral resources of the United States, 1930. Part I. Metals. 
Part IT. Nonmetals. (Washington: Supt. Does. 1933; 1932. Pp. 1142; 876. 
$1.50, each part.) 

- . Minerals yearbook, 1932-33. (Washington: Supt. Docs. 1933. Pp. 
xiii, 819. $1.25.) 

Kirkpatrick, E. L., McNatt, P. E. and Cowtes, M. L. Farm family living 
in Wisconsin. Research bull. 114. (Madison: Agric. Experiment Station. 
1933. Pp. 46.) 

Knapp, J.G. The hard winter wheat pools: an experiment in agricultural mar- 
a ne, integration, (Chicago: Univ. of Chicago Press. 1933. Pp. ix, 180. 
1.50. 

Mercatr, R. England and Sir Horace Plunkett: an essay in agricultural co- 
operation. (London: G. Howe. 1983. Pp. 148.) 
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Mutter-Einnart, E. Mussolinis Getreideschlacht: italienische Landwir, 
schaft in Zeichen der Diktatur. (Regensburg: G. J. Manz. 1988. Pp, 118.) 

Orwin, C. S. Financing the farmer: a scheme to provide short-term credit for 
agriculture. (London: Clarendon Press. 1983. Pp. 27.) 

Rovsu, G. A., editor. Mineral industry. Vol. 41. 1932: its statistics, technology 
and trade. (New York: McGraw-Hill. 1983. Pp. 680. $12.) ; 

Scuitter, O. Die Krise der sozialistischen Landwirtschaft in der Sowjetunion, 
(Berlin: P. Parey. 1933. Pp. 82.) 

Tosata, S. Control of the price of rice. (Tokyo: Japanese Council, Inst, of 
Pacific Relations. 1938. Pp. 53.) 

Venn, J. A. The foundations of agricultural economics, together with an eco- 
nomic history of British agriculture during and after the Great War. 2nd ed, 
— Eng.: Univ. Press. New York: Macmillan. 1933. Pp. xx, 609, 
38.50.) 

The agricultural emergency in Iowa. By the Staff in Economics at Iowa State 
College. Reprint ser. no. J123. (Ames: Collegiate Press. 1933. Pp. x, 201. 
75c.) 

Reprints of ten articles, originally published as circulars of the Iowa 
Agricultural Experiment Station in 1982 and 1983. Topics discussed in- 
clude the crisis in 1932, the Iowa tax situation, the mortgage problem, 
foreclosures, the domestic allotment plan, the price level, monetary infa- 
tion and tariffs and farm prices. 

The agricultural outlook for 1934. U. S. Dept. of Agric. misc. pub. no. 189. 
(Washington: Supt. Docs. 1933. Pp. 110.) 

Agricultural policy: report of the committee of the Chamber of Commerce of 
the United States. (Washington: Chamber of Commerce of the U.S. 1933. 
Pp. 14.) 

A national plan for American forestry. Report of the Forest Service of the 
Agric. Dept. on the Forest Problems of the U.S. Vols. I and IT. Sen. Dor. 
12. (Washington: Supt. Docs. 1933. Pp. x, 1050; 1051-1677. $1.75.) 

This report was prepared by the staff of the United States Forest Serv- 
ice, with some assistance from other federal and some state agencies, pur- 
suant to the Copeland Resolution (Senate No. 175) of the 72nd Congress, 
Ist Session. The work of preparing the report was immediately under the 
direction of Earl H. Clapp, in charge of research in the Forest Service, 
who also prepared the excellent 80-page summary of the report which serves 
conveniently as an introduction. Of the 58 sections comprising the report, 
only 6 were prepared largely by the “Forest Economists” of the staff (R. E. 
Marsh, W. N. Sparhawk, Raphael Zon, and B. P. Kirkland). A section on 
“The agricultural land available for forestry’ was prepared by C. I. 
Hendrickson of the Bureau of Agricultural Economics. The 827 pages in 
these seven sections, plus considerable portions of other sections, contain 
much essentially economic information and analysis, and constitute the best 
compilation of material available in this country on the economics of for- 
estry. 

The material presented is a well-balanced analysis of the full problem 
of forest land utilization, with sections on the recreational uses of such land, 
wild life resources, watershed and related influences (including protection 
against erosion) and grazing on forest ranges. It also considers the prob- 
lems of federal and state aid, of regulation of private forestry, and of gov- 
ernment versus private ownership. A section of nearly a hundred pages is de- 
voted to “The status and opportunities of private forestry,” and the com 
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clusion is reached “that practically all of the major problems of American 
forestry center in, or have grown out of, private ownership.” 

The report recommends that 224 million acres of forest land be pur- 
chased by governments, 90 millions of this by the states, at the earliest 
date possible; that 191 million acres of new forest area be placed under 
fire protection, and that the standards of protection be raised on the 321 
million acres now under protection. The area under intensive management 
should be raised to 70 million acres and preferably 100 million acres, in the 
next twenty years, this requiring planting on 25 million acres at the least. 
Such a plan if carried out will mean that the public will take over “‘slightly 
more than half of the commercial forest land, half of the timber-growing 
iob, five-sixths of the non-commercial forest land, three-fifths of the forest 
ranges, four-fifths of the major influences on watershed protection, and 
eight-ninths of the acres to be set aside for forest recreation.” 

‘It is to be doubted if the problem is best conceived in terms of one form 
of land use, such as forest land use, even when such use is defined as broadly 
as it is here. Before any national program of forest land use is undertaken, 
the other alternative forms of use, principally agriculture and grazing, need 
to be analyzed as carefully as forest use has been in the present report. 

Joun D. Brack 


Petroleum products. (New York: Texas Co. 1933. Pp. 80.) 

Report on the grain trade of Canada for the crop year ended July 31 and to 
the close of navigation 1982. (Ottawa: H. M. Stationery Office. 1933. Pp. 
206.) 

Report of the Secretary of Agriculture, 1938. (Washington: Supt. Docs. 1933. 
Pp. 107.) 

Wheat studies. Vol. x, no. 1. British preference for empire wheat. No. 2. Price 
leadership and interaction among major wheat futures markets. No. 3. The 
world wheat situation, 1932-38 : a review of the crop year. (Stanford Univ., 
Calif: Food Research Institute. 1933. Pp. 83; 85-70; 71-142. 50c.; $1; $1.) 
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NEW BOOKS 


Corte.you, G. B. The gas industry. Address before Princeton Univ. in the 
Cyrus Fogg Brackett lectureship in applied engineering and technology, 
January, 1988. (New York: Author. 1933. Pp. 26.) 

Eurxe, K. Die Uebererzeugung in der Zementindustrie von 1858-1913. Bei- 
triage zur Erforschung der wirtschaftlichen Wechsellagen Aufschwung, 
Krise, Stockung, Heft 6. (Jena: Fischer. 1934. Pp. x, 480. RM.20.) 

Haynes, W. Chemical economics. (New York: Van Nostrand. 1933. Pp. xviii, 
310. $3.25.) 

In his preface the author makes it clear that this book is addressed pri- 
marily “to the young recruit in the ranks of chemical industry,” although 
students of chemistry and others curious about the chemical industry are 
mentioned, Part 1 (pp. 1-125) is given over to “Economic foundations,” in- 
cluding production, supply and demand, cost, value, price, and distribu- 
tion; Part 2, to “Historical background,” including descriptive sketches on 
origins of industries and companies, war developments, cartels, consoli- 
dations, and mergers. The book will doubtless prove of value to the recruit 
as an introduction, but those who are concerned with the acute problems 
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of business economics in the chemical industry will probably be disap. v 
pointed. ‘The tone of the book is elementary and descriptive for the most part, : 7 
and the sections on economics are more significant for the problems they Fi ” 
suggest than for the treatment given. The author, justly I think, complains oe 
that professional economists have neglected the chemical industry and e;. On 
presses the hope that his “amateur essay will direct their attention to thes: 
rich, untilled fields for research.” The problems are undoubtedly real, For 
example, consider the problem of determining price policy in marketin 
cellophane; or the effect of the changing yen-dollar exchange rate during the 
past two years or so on the competitive positions of silk, rayon, and cotton; 
or the problem of rapid obsolescence of processes; or the social implications Bait 
of increasing productivity ; or the growing displacement of natural products Ra 
by synthetic products. All these or similar problems and many more are Hi 
touched on by the author. Clearly, there is work to be done here, Car 

J. Warkins an 
vil 

Heiman, F. S., compiler. List of recent references on location of industries, Lew 
including migration and decentralization. (Washington: Library of Con- (ti 
gress. 1933. Pp. 12.) lar 

McCarry, H. H. and Tompson, C. W. Meat packing in Iowa. Iowa stud. in rot 
bus. no. 12. (lowa City: Univ. of Iowa. 1933. Pp. 138.) rai 

Mack, R. H. The cigar manufacturing industry: factors of instability affecting 15 
production and employment. (Philadelphia: Univ. of Pennsylvania Press, Lost 
1933. Pp. xii, 140. $2.50.) Yc 

This brief study is apparently an attempt to examine the “factors of in- 
stability” (p. 2) in an important American manufacturing industry. Of the sh 
nine chapters only the fifth (pp. 60-74), “Factors of instability on the sup- of 
ply side,” brings together any material of particular interest to the general og 
economist. It treats the concentration movement, the changing regional dis- sc 
tribution, the shift in the size of the producing unit, and the growth of the ex 
major corporations in the industry. While the other chapters may have Li 
some interest to the economic historian, they have very little importance fie 

iM to the economist. Very few of the basic economic questions either on the 

| demand side or the supply side have been analyzed. in 

; To the student in the field of economics a study of the special problem pt 

undertaken by Professor Mack is of significance primarily from the point ro 

| of view of economic method and of sources of material available for an in- se 
vestigation of this type. Concerning the former, the author has omitted to 
treating important aspects of his subject. With regard to sources enumer- gn 
ated in his bibliography, it is remarkable that only 19 pamphlets and docu- re 
ments, and 14 periodicals, have been listed (which, curiously enough, in- ye 
clude Printers’ Ink and American Mercury!). 

Some of the points raised by the author in the concluding chapter (pp. fe 
108-115) are worthy of notice. It is unfortunate that a much more careful ri 
development of these points was not undertaken by the writer. They in- Ww 
clude, for example: “displacement of labor in individual establishments al 
in most cases, especially in the last five or six years, was accomplished with re 
demoralizing suddenness” (p. 110); “union leaders are convinced that w 
union interests are most closely identified with those of the small independ- n 
ent producers” (p. 111) ; ‘advertising technique in the future must be vastly t! 
improved” (p. 113); and “the amplitude of cyclical swings” varies accord- ti 
ing to the value of the product (p. 115). C. J. Rarziarr 
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Mircuert, W. N. Trends in industrial location in the Chicago region since 
1920. (Chicago: Univ. of Chicago Press. 1933. Pp. ix, 75. $1.) 

Final report on the fourth census of production (1980). Part I. The textile 
trades, the leather trades, the clothing trades. (London: H. M. Stationery 
Office. 1933. Pp. xviii, 472. 7s.) 


Transportation and Communication 


NEW BOOKS 


Burton, R. F. Why the people built our highways. A letter to Hon. Joseph B. 
Eastman, Federal Coérdinator of Transportation. (Washington: National 
Highway Users Conference. 1933. Pp. 8.) 

Crark, I’. D. The beginning of the L. §& N.: the development of the Louisville 
and Nashville railroad and its Memphis branches from 1836 to 1860. (Louis- 
ville: Standard Printing Co. 1988. Pp. 107. $2.) 

Lewis, E. A., compiler. Laws relating to interstate and foreign commerce 

through 73rd Congress, 1st Session) : 1. Railroads. 2. Wire control. 3. Proc- 

lamations. 4. Executive orders. 5. Termination of federal control of rail- 
roads. 6. Relinquishment of federal control, proclamation. 7. Emergency 
railroad transportation act, 1938, (Washington: Supt. Docs. 1933. Pp. 238. 
15c.) 

Loneck, A. K. Airways of America, Guidebook No. 1, United Air Lines. (New 
York: Geographical Press, Columbia Univ. 1933. Pp. 207.) 


In transportation economics the field of geography in its interrelation- 
ships to the pathways of trade and commerce on land, sea, and in the air, is 
often partially or wholly neglected. Perhaps the author, a trained physi- 
ographer, had this fact in mind in writing the present volume since his de- 
scription of the transcontinental route of the United Air Lines is, with the 
exception of one chapter, entirely from the background of his training. Dr. 
Lobeck has produced a unique volume, of interest to the personnel in the 
fields of transportation and physiography. 

Assuming an interest and little knowledge on the part of the air traveler 
in the various forms of plains, plateaus, mountains, glaciers, agricultural 
pursuits, natural vegetation, climate, and weather, the author has divided the 
route from New York to San Francisco into 39 sections. For each of these 
sections there is prepared an ingenious route map or bird’s-eye diagram 
to be consulted while in flight over the region covered. In many cases photo- 
graphs and line drawings illustrative of geographical terms accompany the 
respective sections. The text for each section is simple and popular in style, 
yet adequately done. 

Supplementary to the main sections of the book are a group of chapters 
for less hurried reading, giving a general account of the physiographic, ag- 
ricultural, vegetative, climatic, and seasonal aspects of the United States, as 
well as chapters on airways and navigation in general, and notes on the prep- 
aration for an air trip, and air maps. Finally, there is appended a list of 
references which, while satisfactory from the geographical viewpoint, might 
well have been improved from the transportation angle. This volume is 
not designed to be a contribution to research but is highly stimulating to 
the view that there should be more geography in transportation and more 
transportation in geography in college courses. 

Lesuz A. Bryan 
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Mixter, S. L. Inland transportation principles and policies. (New York: Mo : 
Graw-Hill. 1933. Pp. xviii, 822. $4.) agrit 
This book is a revision of the author’s Railway Transportation, which ap- distr 
peared in 1924. Though there has been some rearrangement of materia). aie 
some elimination, and some addition for the purpose of bringing the wor tural 
down to date, yet the only important change is the inclusion of a new section agri 
entitled “Modern transport,” which consists of eight chapters dealing wit) valo! 
motor transportation, inland waterways, air transportation, pipe lines, and C 
transportation policy. 
The author, with commendable diligence, has collected a mass of informa. In 
tion with regard to transportation, and has handled it well. The treatment eyel 
is accurate, clear, and sane. But the reviewer finds himself in considerable it al 
disagreement with the author as regards the suitability of much of this ma- pref 
terial for classroom purposes. There is an excess of historical detail, statis. t 
tical data, and mere description of various types of service; and not enough = 
of “principles.” forn 
Exrot Jongs in th 
Pettey, J. J. Concerning the size and weight of commercial motor vehicles, rile 
Address before the Interstate Bus and Truck Conf. of the Am. Legisls- (p. 
tors’ Assoc. at Harrisburg, Pa., Oct., 19338. (Harrisburg: Am. Legislators’ coul 
Assoc. 193838. Pp. 16.) prol 
Rankin, E. R., compiler. Radio control and operation: debate handbook. Ext. kno’ 
bull., vol. xiii, no. 3. (Chapel Hill: Univ. of North Carolina Press. 1938. Pp. the 
80. 50c. ) I 
Tuompson, S. Railway statistics of the United States of America for the year It 
ended December 31, 1932, compared with the official reports for 1931 and = 
recent statistics of foreign railways. (Chicago: Bureau of Railway News and a 
Statistics. 1933. Pp. 136.) of 


Vitae, A. La navigazione interna in Italia. (Rome: Sindacato Italiano Arti Kir 
Grafiche. 1933. Pp. 346. L.25.) eal 
An economic survey of motor vehicle transportation in the United States. Spec. 
ser. no. 60. (Washington: Bureau of Railway Econ. 1988. Pp. xiv, 219.) ee 
Federal transportation legislation. Reply of the National Industrial Traffic pri 
League to questionnaire dated November 4, 1983 issued by the Federal to | 
Coérdinator of Transportation. (Chicago: Nat. Industrial Traffic League. eve 
1933. Pp. 22.) (a 
Freight commodity statistics: Class I steam railways in the United States, ied 
year ended December 31, 1932. Statement no. 833100. (Washington: Supt. I 
Docs. 19338. Pp. 125. 80c.) arty 
wh 
Trade, Commerce, and Commercial Crises of 
Agriculture and the Trade Cycle: Their Mutual Relations, with Special = 
Reference to the Period 1926-1931. By Jonn H. Krex. (London: * 
P. S. King. 1933. Pp. xiii, 272. 12s.) - 
Mr. Kirk analyzes two problems: first, the effects of world economic ee 
disturbances upon agriculture, and, second, the responsibility of agri- oo 


culture for trade cycles. 
First, he discusses such questions as the inelasticity of the supply of 


«| 


ch 
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agricultural products and of the demand for them, the rigidity of the 
jistribution costs for agricultural products, and how these character- 
‘stics of agricultural economy resulted in overproduction and agricul- 
tural crisis. In Chapter 6 he discusses particularly the causes of present 
iricultural overproduction and different schemes to remedy it, such as 
valorization by storage, restriction of production and curtailment of 
capacity. 

In the second part of the book he plunges into the theory of the trade 
evcle. This is more stimulating and suggestive; but, on the other hand, 
‘+ arouses more doubts. It is true that the author himself says in the 
preface that he hopes his conclusions, which seem to him novel, “will 
not be taken too seriously” and that he publishes them in the present 
form only because of “the unlikelihood of finding time for further work 
in the near future.” Most of his quantitative analyses, which he prefers 
to qualitative ones, are “purely conjectural” as he recognizes himself 
(p. 73). Much of the quantitative analyses, he should have added, he 
could simply have taken from several recent publications upon the same 
problem in America and other countries. Unfortunately these were not 
known to the author. But we repeat, the analysis is stimulating even in 
the present tentative form. 

Especially interesting to the reviewer seems the idea that though agri- 
cultural fluctuations do not completely explain the trade cycle, they are 
particularly important for the timing of trade cycles, for the explanation 
of the turning points and limits of separate phases of the cycle. Mr. 
Kirk emphasizes the existence of the three to four-year cycle in agri- 
cultural production; but he tries to explain it not so much by the influ- 
ence of exterior (climatic) factors as by the reaction of farmers to 
price fluctuations and the duration of the productive period. It seems 
to the reviewer that this reaction contributes to the explanation of the 
cycle in crop production only in a small degree. With few exceptions 
(as for instance cotton in America) acreage correlates only slightly with 
preceding prices; and, on the other hand, cyclical fluctuations of crops 
are more characteristic of regions with extensive undiversified farming, 
where yield depends less upon the intensive forms of cultivation (no use 
of fertilizers). Pre-war Russia with its peasant farming reacting only 
slowly and slightly upon price changes had at the same time the greatest 
cyclical fluctuation of crops. 

It seems to the reviewer that the interrelation between agricultural and 
industrial cycles is not quite correctly interpreted by the author. He 
emphasizes the fluctuations in the purchasing power of farmers as the 
most important factor. If it is so for the present depression, it was not 
so for cycles during several preceding decades, when purchasing power 
of farmers (for short periods) was more or less stable under the influence 
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of the change in the opposite direction of prices and volumes of crops. 
On the other hand, the author minimizes the most important facto; 
connecting agricultural and industrial fluctuations—the cyclical changes 
in the ratio of agricultural to industrial prices affecting the costs of 
manufacturing (p. 157). Mr. Kirk too readily accepts the theory of 
inelasticity of demand for agricultural products. The reviewer has dem. 
onstrated’ that the demand for agricultural products for exports js 
elastic: In the years of large crops and low prices, agricultural exports 
from America were larger and more valuable than in the years with small 
crops, and this contributed greatly to the fluctuation of business in pre- 
war America. The same tendencies were shown for pre-war Russia by 
Professor S. A. Pervushin. According to Mr. Kirk’s theory, because of 
the inelasticity of demand, bumper crops lowered the purchasing power 
of agriculture and caused business to decline. History shows that years 
of good crops with low agricultural prices generally initiate revival of 
business. So in many points, the tentative theories of Mr. Kirk require 
reconsideration; but they are suggestive. 
Vuiapimir P. TimosHenxo 
University of Michigan 
NEW BOOKS 


Bacut, R. Le regioni nell’ economia nazionale. (Rome: A. Signorelli. 1933. 
Pp. 57. L. 6.) 

While studies of international trade and, in lesser degree, of trade be- 
tween the sections of a large country have been numerous, the theory of in- 
terregional trade, as it might refer to small as well as to large countries, 
has been generally neglected. In the present study, strictly theoretical as it 
is in intention, Professor Bachi has clearly in mind a small or much diver- 
sified country such as Italy or Spain. 

Economic regions have generally a natural basis, but are often further 
marked off from surrounding regions by historical and civil differences 
which accentuate their exclusiveness. Bachi first examines interregional 
distribution and circulation of productive factors, including migrations of 
entrepreneurs and laborers and the movement of savings and wages; then 
the circulation of products and money between regions, with discussion of 
the interregional balance of trade; next the interregional circulation of 
wealth, viewed dynamically, with respect not only to seasonal, cyclical 
and secular differences, but also to accidental differences, the result per- 
haps of political changes or of natural disasters. Finally, he treats various 
questions of policy that the region must face and others that the nation 
must face in its dealings with the region. R. F. Foerster 


Epwarps, F. K. Principles of motor transportation. (New York: McGraw- 
Hill. 1933. Pp. x, 377.) 
Eppstein, P. Die Symptomatik in der Konjunkturforschung. V eréffentlichung 


“The Role of Agricultural Fluctuations in the Business Cycle,” Michigan Business 
Studies, vol. ii, no. 9 (19380). 


I 

t 

H 

H 

H 


1934] Trade, Commerce, and Commercial Crises 119 


en der Frankfurter Gesellschaft fiir Konjunkturforschung, neue Folge, 
Heft 6. (Leipzig: Buske. 1933. Pp. 96. RM. 4.80.) 

It is the purpose of this monograph to make a preliminary critica] study 
of the methods of research and of the materials available in the field of 
business cycle theory as preparation for a later study of the sympto- 
matology appropriate to this field. Such a symptomatology, it is the author's 
opinion, should provide the systematic body of knowledge necessary for 
diagnosis of the business situation at any time, and thus should supply 
the means of determining through which phase of the cycle business is 
passing at that time. 

There are three steps necessary. First, there must be formulated a body 
of theoretical principles which describe in functional terms the fundamental 
characteristics of the cycle. Second, upon the basis of this theoretical 
analysis, the phases of the cycle may be delineated. Finally, in statistical 
terms, a symptomatology must be constructed, by means of which the 
phases of the cycle may be identified. 

With these problems in mind, the author makes a critical appraisal of 
the contributions found in recent and contemporary literature of the sub- 
ject. He pays particular attention to the works of Helmut Wolff, Mombert, 
Répke, Paul Deutsch, Schafer, A. Miiller, Albert Hahn, Wagemann, 
Spiethoff, Schumpeter, Lederer, and Léwe. 

B. F. Harey 


Feverici, L. Crisi e capitalismo. Una guida attraverso il caos mondiale. 


Milan: U. Hoepli. 1983. Pp. xv, 391. L.15.) 


Havex, F. A. von Monetary theory and the trade cycle. Translated from the 


German by N. Kaxpor and H. M. Croome. (London: J. Cape. 1933. Pp. 
244.) 


Hawrrey, R. G. Trade depression and the way out. (New York: Longmans. 


1933. Pp. ix, 183.) 


Horrman, R. J. S. Great Britain and the German trade rivalry, 1875-1914. 


(Philadelphia: Univ. of Pennsylvania Press. 1933. Pp. 375. $3.50.) 


Oavize, F. W. The tourist movement: an economic study. (London: P. S. 


King. 1933. Pp. xv, 228. 12s. 6d.) 

Expenditures of foreign travellers have long been known to be one of the 
important “invisible” items in international trade. This is probably the first 
economic and statistical monograph devoted to this increasingly important 
subject. Seekers of picturesque description of tourist movements will 
find nothing in this book, but students of international trade will find much 
valuable information marshalled for them. Students of practical statistical 
technique will find interesting treatment of the difficult task of measuring 
the tourist movement—internal and external movement, length of stay (best 
measured by the “in-and-out lay” method), and amount of expenditure. 
Part 2 is a detailed treatment of the movement in the United Kingdom. 
Part 3 gives a summary table of the international balances of twenty-four 
countries. It is interesting to note that Canada is estimated to have received 
more from tourists (mainly from the United States) recently than from 
wheat exports; and that American tourists in recent years have spent more 


money abroad than the United States has received in payments on war debt. 
A. B. W. 
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Part, G. V.E scape nation: an essay on business fluctuations. (Lon. and li 
don: P. S. King. 165. 6s.) sales | 
Professor Papi ave formulated a new explanation of the bus;- which 
ness cycle, whicl the in lispe nsable factor without which no cycle Th 
can take place. 7 found in “errors of defect and of excess” ma¢; purch 
by entre ie ur r attempts to adjust production to demand, 4 perity 
‘favorable event, n or a change in demand, supplies the primum ally ; 
mobile, producing ver a considerable field. Entrepreneurs affected come 
undertake to expa on but are not immediately able to do so suj. must 
ficiently to realiz the new possibilities of profit. A progressive consu 
ncrease of profits « production is extended. Ultimately, however, Da 
errors in predictiz nd failures of management to live up to ex- draw 
pectations, comp! tensions of fixed capital, lead to an undue ex- have 
pansion and the d e of the profit margin. Subsequently another Thes 
set of errors, son ling to too small and sometimes to too large for a 
a restriction of | 1 the depression. Even in a society where The 
there were no bai nism, it is shown, would provoke cyclical const 
fluctuations. cline 
The author uses to refute monetary explanations of the cycle’s tion 
origin. Unfortuna raction of credit in the analysis does not elim- their 
inate monetary a these are left only implicit. In general the istra 
effect of banking, » accentuate the “errors” of entrepreneurs, type 
and so to aggray Only under an inconvertible paper money, O; 
which the author onsider must always be subject to political duet 
machination, are ts conceded. The conclusion of the book is tha‘ are! 
neither inflation yn of an international] standard can furnish Con: 
a road out of de} In default of a new “favorable event” the only tion 
course is to under ng cost reductions, and thorough-going ra- 
tionalization. To forces of organized government should be 
bent. Intern 
Professor Pa] n spite of its rather popular title, is a closely 193: 
knit exercise in theory. It calls attention in a new way to Repor 
forces of which 1 must always take account. Though there will por’ 
peenene) be few sfied with the detailed analysis in all its parts, 193 
the method of ap yestive. It furnishes a very wholesome anti- Revie 
dote to the curré on monetary remedies. The common sense of Pea 
some of its conclusi 1inly opportune today. Hersert Tour . 
1S 
Scuuuter, W. C. 1 nic les and crises: an American plan of control. anc 
Prepared for pres: C. James and D. M. Scuuivuter. (New York: 
Sears Pub. Co. 19 
Scumipt, P. H. Die gee ischen Grundlagen der Verkehrswirtschaft. 
(Jena: Fischer. 1 100. RM.4.50.) 
Tessutt, A. R. Th consumption in business depression. (Bos- 
ton: Harvard Un Res. 1933. Pp. vi, 21. $1.) The’ 
This study is a 1ed contribution to the growing field of statistical 
analysis of the re tween consumption and production. Mr. Tebbutt qT) 
demonstrates that of mgr goods—food, clothing, fuel 
and light, principal! yption does not decline materially from year 
to year even thoug from general prosperity to depression. He indu 
has gathered stat nsumption, as represented by sales and price of g 


movements in de] res, tonnage moved by railroads, sales of fuel shor 
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and light, gasoline, cigarettes and telephone service. A comparison of these 
sales is made with indexes of production, particularly of producers’ goods, 
which declined sharply between 1929 and 19382. 

The movements of these data lead the author to the following conclusion: 
purchases of consumption goods remained practically the same during pros- 
perity and depression but production of producers’ goods declined drastic- 
ally; hence that decline seems to account for the depression. If we are to 
come out of the depression and presumably stay out of depressions we 
must keep production of producers’ goods in balance with consumers’ goods 
consumption. 

Data as to consumption are meager. Consequently, the conclusions to be 
drawn from them are of questionable validity. Tebbutt, however, might 
have drawn more heavily on the family budget studies made since 1918. 
These suggest that consumer expenditures for the miscellaneous items, 
for a period of time prior to 1929, were much more important than in 1918. 
The so-called producers’ goods industries are dependent on that type of 
consumption—automobiles, housing, and vacations are examples. The de- 
cline in their activity then may be due to drastic curtailment of consump- 
tion in the miscellaneous fields not adequately treated in this study, and 
their prosperity, contrary to Tebbutt, may be restored by what the Admin- 
istration is doing. The magnitude of the declines in consumption of the two 
types of goods need not be the same. 

One might observe that the complicated and roundabout method of pro- 
duction obscures but does not invalidate the theory that producers’ goods 
are not needed if there is no market for the consumption goods they produce. 
Consequently, it would seem, if consumption does not decline then produc- 
tion of producers’ goods should not decline and vice versa. 


Louis Baper 
International trade statistics, 1931 and 1932. (Geneva: League of Nations. 
1933. Pp. 865. $2.50.) 
Report on volume of water-borne foreign commerce of the United States, by 


ports of origin and destination, fiscal year 1932. (Washington: Supt. Docs. 
1933. Pp. 294. $1.25.) 


Review of world trade, 1982. (Geneva: League of Nations. Boston: World 
Peace Foundation. 1938. Pp. 64. 50c.) 


A continuation of the series previously published. This series undoubtedly 
is the most helpful aid in analyzing trade movements throughout the world 
and is prompt in publication. 


Accounting, Business Methods, Investments and 
the Exchanges 


The Triumph of Mediocrity in Business. By Horace Secnistv. (Chicago: 
Northwestern Univ. Bureau of Business Res. 1933. Pp. xxix, 468.) 
The author has made a careful statistical study of various business 
ratios which leads him to the conclusion that the level of performance in 
industry tends to seek the average. For instance, in the case of the ratio 
of gross margin to net sales in department stores, those stores which 
show better than average ratios in any year tend to show less efficient 
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Modern Industrial Organization: An Economic Interpretation. By 
HerBERT VON Becxeratn. Translated by Ropinson NEwcoms and 
Franziska Kress, (New York: McGraw-Hill. 1933. Pp. xiii, 385. 
$4.00.) 


The scope of this study is narrower than its title might suggest. The 
thor excludes from his survey (1) agriculture, (2) handicraft and 
service trades, (8) finance, (4) transportation and public utilities, (5) 
commerce. This confines the purview of the book to large-scale manu- 
facture, construction and mining. 

The central theme is the problem of control. How far and in what 
vay do each of the multifarious forces shaping the policies of the entre- 
preneurs who exercise control in modern industry contribute to or ob- 
struct the realization of an economical and a culturally salutary utiliza- 
tion of productive resources? The basic scheme of the analysis is a divi- 
sion of the considerations bearing upon business policy into: (1) tech- 
nical, (2) “organizatory,” (3) financial, and (4) commercial. Following 
the introductory chapters, chiefly historical (and for a brief interpreta- 
tive summary, well done), the author proceeds to analyze, in accordance 
with this schematic outline, the structural varieties and functional sig- 
nificance of: (a) infra-enterprise relationships (Chapters 4-7, pp. 42- 
210), (b) inter-enterprise relationships (Chapter 8, pp. 211-297), and 
(c) industrial-governmental relationships (Chapters 9-10, pp. 298- 
392). 

The discussion of the size of plants, employee relationships, raw 
material sources, the corporate form of enterprise and capital assembly, 
the nature of the market demand and its susceptibility to manipulation, 
and, above all, the factor of the personality and peculiar psychological 
characteristics of entrepreneurs (e.g., in different countries, in new 
industries relative to old, and at different periods trade-cycle-wise) is 
acute and discriminating. These chapters constitute, in the reviewer’s 
judgment, the best part of the book. The treatment is realistic, without 
heing merely descriptive. The influence of the war, of inflation, and of 
the business cycle are not neglected, yet the author preserves a steady 
grip upon underlying and abiding tendencies. Consider, however, the 
assertion that, “As a rule, the interests of entrepreneur and enterprise 
may be looked upon as identical” (p. 71). 

The discussion of cartel structure and policies is illuminating, espe- 
cially to the American reader. The cartels are interpreted chiefly as 
devices for reducing friction in the otherwise competitive operation of 
ndustry. But their efficacy is regarded as very limited, despite the con- 
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the changes introduced and will not judge them solely on the basis of 
profits. And it follows, also, that the sub-title of this book is slightly mis- 
reading ; it is not to be inferred that this is a study in economic planning 
of a general sort; and only time will tell whether it is true that this is a 
study in the evolution of economic planning. It is, rather, a study of the 
.pplication of science to economic life; while this is an absolutely essen- 
tial part of economic planning, it is nevertheless only a part. 

The rationalization movement in Germany was characterized by a 
negative phase involving the closing down of less efficient plants and the 
scrapping of antiquated equipment, and a positive phase consisting of 
the introduction of scientific methods in production and distribution. 
The chief fault with rationalization appears to have been the way it was 
carried out, and this was partly due to the mixing of social control and 
laissez faire. Rationalization and cartelization went together in Ger- 
many and much of the criticism directed against rationalization right- 
fully should be placed at the door of the monopolistic practices of 
cartels. A conspicuous feature of rationalization is what the author 
calls its “impersonalization”; and perhaps the most serious manifesta- 
tion of this in Germany was the aggravation of the insecurity of the 
worker. Moreover, workers displaced as the movement progressed were 
reabsorbed “in detail but not in the large,” though this may have been 
a temporary phenomenon. The principal difficulty in the German situa- 
tion at present lies in the fact that planning to be effective in salvaging 
the economic life of the country must be international in scope (p. 324), 
and this is blocked by nationalism inside and outside the country. 

The present volume is timely, and represents the result of research that 
is both diligent and intelligent. Its chief defect is its rather trusting 
acceptance of the latest fads in economic thinking and writing and its 
impatience with the more or less orthodox views. 

C. R. 
Princeton University 
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Mr. Lorwin has avoided these difficulties by ignoring Gompers’ and 
\orrison’s huge correspondence and the incoming letters required for 
heir interpretation, so that a “definitive” history of the A. F. of L. 
remains to be written. 

The last chapter, “Interpretation and outlook,” is the best, but it has 
iittle logical connection with what precedes it. In this chapter Mr. 
Lorwin discards Professor Commons’ market interpretation of capitalist 
and trade-union evolution which the latter borrowed from Biicher and 
emphasizes the peculiarly American features of our development. He 
fnds five points at which the A. F. of L. differs from European labor 
organizations—the five can be readily reduced to one, i.e., that the 
4. F. of L. is not socialistic—and explains these five or this one by five 
conditions in the United States. These conditions are: the mobile nature 
of American industry which prevented social stratification of wage- 
earners; the heterogeneity of the working population; the peculiar way 
in which national consciousness has developed in the United States; the 
position of the skilled worker; the influence of the semi- and unskilled. 

There is nothing peculiarly American about the last two of these; and 
the argument that national consciousness developed in different ways in 
the United States and Europe is both confused and confusing. 

Finally, Mr. Lorwin turns to suggestions for reforming the A. F. of 
L. and to prognostication. He finds a “radical” trend in the Federation 
in its support of compulsory unemployment insurance, shorter hours 
fixed by legislation and economic planning. A prolongation of the depres- 
sion will, he believes, accentuate this tendency. Business recovery may 
result in the slow degeneration of the unions but not their spectacular 
collapse. The trend is toward quasi-public or government unions, the 
free trade union having declined or disappeared everywhere. The mono- 
graph was written before the National Industrial Recovery act; and 
the results of the latter seem to support the conclusion that free union- 
ism like free capitalism is coming to an end in some sort of compromise 
vith government. Lorwin’s suggestions for reform are not exciting. Most 
of them have been discussed over and over again in conventions. But the 
Federation does change and is changing slowly beneath the surface as 
becomes a human institution. Mr. Lorwin might well have studied these 
undercurrents in place of offering rather obvious suggestions for reform. 

Norman J. Ware 
Wesleyan University 
NEW BOOKS 


Barkin, S. The older worker in industry: a study of New York State manu- 
facturing industries. Report to the Joint Legislative Committee on Unem- 
ployment prepared under the auspices of the Continuation Committee of 
the New York State Commission on Old Age Security. (Albany: State 
House. 1933. Pp. 467.) 


nt 
of 
p 
of 
0. 
d 
1 
re 
to 
0. 
x, 
y 
rs 
it 
if 
rf 
n 


182 vs and New Books [ March 1934] 
his is th ve volume which has yet appeared on the prob- staten 

lem of the i ls of the older worker. The report elaborates lems 
the developm troversy, the analysis of its nature and incideng here 
and the poli ld render its handling socially efficacious, Ty, antl 
work is well d it is likely to remain the standard treatmey: n the 
of this subject 

There is no q the precariousness of the position of the olde; Wom 
worker in Ar try today and this is brought out fully in p, work 
Barkin’s rep¢ vical changes which place a premium upon aler! Sub 
ness and spe 1 with persistent unemployment to place the The 
older worker 1 nsive. He may be “as good as” a younger may, tion 
but the day is in claim to be better. The handicaps of the prest 
older worker n evidence when he attempts to secure a ney in Si 
job after he I idle forties and the basis of his difficulties if co 
are succinctl) Dr. Barkin. as 

The most i n of the report is the canvassing of the res- old-e 
sons for the ximum age hiring policies and the conclusion satis 
that such a p 1e common in industry. For males alone, where inhe! 
the rule is f yusly applied, about one-fourth of the concerns cond 
studied had f ; making it impossible to employ workers over mea 
10 years of a hree concerns out of five barred men over 45 he 
These restri uund to apply to a surprising variety of jobs, the 
Physical, ps hnologieal, social and economic reasons of and 
varying signi igned as the cause for the necessity for such wor 
restrictions. ‘I ‘eport is carefully analyzed and comprises labe 
an research. The author’s conclusion that be- ture 
yond the age « n engagement by a new concern is almost beyond Ho: 
reasonable hi rht of the severance of men from their jobs org 
in recent yeal tion of a social problem which cannot be ig- nro 
nored. This is the special difficulty of securing employment 
in the semi-sk re increasingly common in modern industry. 

The propos this problem are carefully appraised in the Dave 
concluding cl f report and a basis is laid for a complete pro- Pp 
oram to deal ded problem in which the government may Dax 
codperate wit] 1 social agencies in helping the older worker $2. 
to maintain | and self-respect. Gustav Peck Hen. 

Daucuerry, C. 1s in American industry. (Boston: Hough- 
ton Mifflin. 1: i 9, $3.50.) 19 

This volum red by an author whose style is easy and Ler, 
mature and w s are calm and dispassionate. Dr. Daugher- $5 
ty’s book has t merits. The first appears in the skill with Lew 
which a cuml ficult mass of material has been arranged and ti 
ordered. The ind in the wide range of sources embraced di 
by the author i r, with few exceptions, the greater part of ct 
the significant nd documentary literature of the depression c] 
period. ent ; not only thrown new light but has also re- D 
quired modifi rlier interpretations of various issues in Mai 
industrial rel Daugherty has been alert in recognizing the m 
significance of ments, P 
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statement of the problems of labor. III. The attempts to solve the prob 
lems—namely, (a) the unions, (b) the employers, (c) the state. However, 
there are interesting features within this arrangement—matters of no little 
consequence in a textbook. First is the recognition in Part 2, that is to say, 
in the preliminary statement and description of the so-called problems, 
‘ certain labor groups presenting special competitive considerations. 
Women, children, immigrants, southern workers, negro workers, casual 
workers, and convict laborers are treated in a series of chapters entitled 
Syub-standard workers,” a group treatment which develops logically. 
The second, the more significant structural aspect, offers a mode of solu- 
tion to a long-standing complexity inherent in the general pattern of 
presentation described above. If, for example, the old-age problem is stated 
in Section 2 in its general terms, the discussion of remedies must then 
f course be discussed in three subsequent and separate places in Section 
3 as (1) union old-age benefits, (2) company pension plans, (3) public 

ve pensions. As a result of this set-up a disjointed and rather un- 
satisfactory presentation of most of the various problems is more or less 

rent in the adoption of the original outline. The author has met this 
condition by outlining at the close of the discussions in Section 2 remedial 
measures proposed or undertaken by the unions, employers, and the state; 
he complements these preliminary outlines by careful cross-reference in 
the later portions of the work. This is a neat device, which supplies unity 
and coherence of presentation. Teachers and students alike will find the 
work the more useful because of this feature. The chapters on organized 
labor are arranged logically by a method which differentiates the struc- 
tural and functional aspects and policies of unionism most effectively. 
However, by way of contrast with the portion of the book devoted to 
organized labor, the sections on the employers’ and governmental ap- 
proaches appear to be considerably more summary in character. 


Hersert Maynarp Diamonp 
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Henperson, A, Labour outlaws war. (London: The Labour Party. 1933. Pp. 
11. 1d.) 

Kvczynskt, J. Die Entwicklung der Léhne in Frankreich und Belgien, 1895 
1933. (Berlin: Berlin-Schlachtensee. 1934. Pp. 28. RM. 1.10.) 

Lee, C. Personal trust administration. (New York: Bankers Pub. Co. 1934. 
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Lewis, E. A., compiler. Compilation of laws relating to mediation, concilia- 
tion, and arbitration between employers and employees: laws (relating to) 
disputes between carriers and employers (employees ) and subordinate offi- 
cials under Labor Board, 8-hour laws, employers’ liability laws, labor and 
child labor laws (through 73rd Congress, 1st Session). (Washington: Supt. 
Docs. 1938. Pp. iv, 164. 15c.) 

Mauer, A. G. Ohio wage earners in laundries and dry cleaning establish- 
— 1914-1932. (Toledo: Information Bur. on Women’s Work. 1933. 

p. 11.) 
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and rep., ser. C, no. 18. (Geneva: Internat. Labour Office. Boston: World 
Peace } Foundation. 1933. Pp. iv, 231. $1 25.) 
ployment of women on underground work in mines of all kinds. Rep. vi, 
“ yeth sess. (Geneva: Internat. Labour Office. 1933. Pp. 38.) 
Individual and collective bargaining under the N.I.R.A.: a statistical study 
of present practice. (New York: Nat. Ind. Conf. Board. 1933. Pp. 37. $1.) 
International survey of legal decisions on labour law, 1931. (Geneva: Inter- 
at. Labour Office. 1988. Pp. lv, 372. $2.) 
rhe La bour Party: report of the thirty- third annual conference, Hastings, 
1938. (London: The Labour Party. 1933. Pp. 302. 1s. 5d.) 


Money, Prices, Credit, and Banking 


Money and Banking. By Witu1aM H. Sterner. (New York: Holt. 1933. 
Pp. viii, 931. $8.75.) 

The volume is comprehensive, of high quality and may be adapted 
either to a one-semester or two-semester course. Professor Steiner states 
that his purpose is to cover the entire financial system in light of current 
problems and to emphasize the why and wherefore rather than the mere 
technical details of operation of financial institutions. This plan of 
emphasizing principles and problems and of subordinating factual, tech- 
nical and historical materials—using them to furnish a necessary back- 
ground rather than as the major object of study—gives commendable 
emphasis and balance to the book. In the discussion of recent legislation 
the writer makes good use of recent literature in monetary theory. 

The chapters of the book are grouped in five major parts. The first 
part embraces a discussion of the nature and functions of money and 
credit and of the characteristics of the modern monetary system. Part 2 
is devoted to an analysis of credit and the commercial banking process. 
In this section the commercial bank statement is utilized effectively as an 
introduction to the discussion of deposits, reserves, loan and investment 
portfolios and open-market institutions. Some of the conclusions are 
brought together in a useful chapter on bank regulation and failures. 
Part 8 contains eight chapters on the various non-commercial institu- 
tions, while Part 4 includes both an analysis of the structural develop- 
ments of American banking and of the organization and operations of 
the federal reserve system. In a final section of six chapters Professor 
Steiner discusses money value, the foreign exchanges and post-war prob- 

s of credit control and monetary policy. 

The general organization of the book deserves commendation. A rela- 
tively brief survey of the monetary system is followed by an analysis of 
bank eredit. Not until the latter is completed is the student asked to 
erap ‘a with the basic problems of the price level and the foreign ex- 

anges. This method brings pedagogy into closer accord with the facts 
of sak rn finance and it conforms with the logic of nominalism which 
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The bulletins are written in vigorous style and are entitled to considera- 
‘ion, in spite of the fact that their author disregards, or is unacquainted 
with, certain fundamentals of economic and business cycle theory. An 
overabundance of sarcasm and attempted humor detract considerably from 
‘he force which some of the arguments presented would otherwise com- 
mand. Freperickx A, Braprorp 


\, cron, L. The functions of money. (New York: Macmillan. 1933. Pp. vii, 
139. $1.75.) 

This book consists of three essays: “English monetary habits,” “The 
changing value of money,” and “Money, capital and human activities.” In 
the first of these, the author devotes much of his space to an unconvincing 

tempt to show that the joint-stock banks create money out of thin air 
without the necessity of anyone’s abstaining from the use of goods or re- 
sources. The second essay, on the other hand, is an excellent treatment of 

tors affecting the value of money about which there is much to commend 

| little to criticize. In the third essay, however, Dr. Alston becomes 
confused with regard to the nature of saving and abstinence, and imputes 
io money more significance in the general scheme of economic development 
than would seem to be warranted. The book is well written in a non-techni- 
cal style which should make it intelligible to the lay reader. 


F, A. B. 


Anperson, B. M. On the practical impossibility of a commodity dollar. Chase 


econ. bull os Ve xiii, no. 4. (New York: Chase Nat. Bank. 1933. Pp. 28.) 


. Mathe matics of the commodity dollar. (Topsfield, Mass.: Per- 
kins ss, 1933. Pp. 12.) 


Batowin, W. E., editor. New York banking law, annotated: containing all 


amendments to January, 1934, with annotations from decisions of the courts 
and rulings of the attorney general. (New York: Banks-Baldwin Law 
Pub. Co. 1983. Pp. 895.) 


Barson, H. E. The price policies of German public utility undertakings. 


Bot 


London: Humphrey Milford. 1933. Pp. xx, 224. 12s. 6d.) 

J. W. A guide to the study of money and banking. (Evanston: Au- 
thor, Northwestern Univ. 1933. Pp. xx, 225.) 

“Outline of subject matter, with notes and references, presenting a 
systematic and organized course of instruction, or directions for reading 
and self-education, in the field of money and banking.” 
soLpRINI, P, L. Crisi del sistema monetario. (Firenze: Le Monnier. 1933. 
Pp, 201. L. 12.) 
wiaTiAN, M, Crédit et conjoncture. (Paris: Marcel Giard. 1933. Pp. vii, 
143, 20 fr.) 


Braprorp, F. A, Money and banking. (New York: Longmans Green. 1934. 


Pp. viii, 396; 584. $3.75.) 

A one-volume edition which combines the author’s Money and Banking. 
ray, J. E., editor, Banking act of 1933 and the Emergency Bank act of 
1453. (Cambridge: Banking Law Journal. 1933. Pp. 116.) 

. Home Owners’ Loan act of 1933 and Federal Home Loan Bank 
act of 1932. (Cambridge: Banking Law Journal. 1933. Pp. 96.) 
. Federal banking laws: 1933 edition. (Boston: Author, 465 Main 
St. 1933. Pp. 850. $3.50.) 
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Bratrer, H. M. Should we turn to silver? Public policy pamph. no. 6. ( DaNEsI; 
cago: Univ. of Chicago Press. 1933. Pp. 28. 25c.) li. 193 
Cote, G. D. H., editor. What everybody wants to know about money. 
planned outline of monetary problems by nine economists from Oxf ings @ 
(New York: Knopf. 1933. Pp. xii, 485. $3.) lation’ 
Nine economists from Oxford—three of whom now teach there—y DoveLa' 
the twelve chapters of this book according to an outline prepared by ( ye 
who also wrote the four chapters on “What is money,” “Money and agen 
world crisis, Che socialization of banking,” and “Conclusion: the mo to = 
tary factor—and the other factors.” R. F. Harrod writes on “Currey it " 
and central banking’; E. A. Radice on “Commercial banks and cred and i 
—a chapter covering commercial banking in England, the United St, Duites 
Germany, and France; Aylmer Vallance on “Foreign trade and the - heen 
change”; G. R. Mitchison on “Capital and investment”; E. F. M. Dur} Epwatl 
on “Money and prices”; H. T. N. Gaitskell on “Four monetary heretig with 
—the heretics being Major Douglas, Professor Frederick Soddy, the |; outli 
Silvis Gesell, and Dr. Robert Eisler; Colin Clark on “Investment, savin natta 
and public finance”; and E. L. Hargreaves on “Debt.” M 
Although the book is designed for the general reader, it should pro Eng’ 
useful to college students either as collateral reading or as a textbook. T of di 
title of the work is well chosen. The writing reveals poise, perspectiy instr 
maturity, and that nice balance and objectivity which one associates wi — 
scholars. There is a wealth of useful information on current monetary a ing 
economic problems in this work; those who read it cannot fail to have thei adve 
fund of knowledge enriched. Indeed, this book is a genuine internation said 
study in the sense that it not only deals with international monetary an issu 
other economic questions but treats the various national problems of th onl} 
leading nations with a perspective not usually attained by authors wh Sou 
write of their own nation’s monetary problems. Moreover, the book i The 
genuinely interesting. It is pitched on a high level, but in the main nm gol 
too high for the intelligent general reader. Cole’s chapters are particular od 
worth reading. The chapter on “Four monetary heretics” probably is : 
yond all but the close students of money and business cycles. It is inter Ed 
esting to notice that Cole calls the Purchasing Power Parity Theory of th the 
foreign exchanges the younger brother of the Quantity Theory of Money the 
a statement that is being made with increasing frequency by monetary the 
writers. 
The reviewer notes that one fails to find any clear-cut analysis of the fa 
nature of inflation; and certainly no effort is made to emphasize the fact tu 
that there is an important difference between a sound recovery and a sound ee 
rise in prices, on the one hand, and a rise in prices generated by inflation, ti 
on the other. In general, the writers oppose a policy of price-level stabilizs- fo 
tion, even under conditions of economic equilibrium. Durbin, for example, 
concludes (pp. 278-279) that “a policy which will stabilize prices wil Fra 
lead to a cumulative inflation, ...” and recommends the stabilization of x 
incomes as the object of a credit policy, although he does not satisfy the 
reviewer as to how this can be done, Neither does Hargreaves, in his chap- f 
ter on “Debts” treat adequately the question of raising prices and incomes t 
in order to decrease the debt burden. Watter E, Spanr ( 
Couns, E. H. Inflation and your money: the story of money that everyone ) 


ALY 


can understand. (New York: Duffield and Green. 1933. Pp. 82. 15c.) 
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panest, F. Gli istituti di credito parastatali in Italia. (Bologna: N. Zanichel- 
jj. 1933. Pp. 184. L. 15.) 

pavis, E. The use of credit unions in company programs for employee sav- 
ings and investment. Rev. ed. (Princeton: Princeton Univ. Industrial Re- 
lations Section. 1988. Pp. 87.) 

Dovetas, C. H. Social credit. (New York: Norton. 1933. Pp. xi, 212. $2.) 
Nations are now in the grip of the money power. Buying power must 

be increased and this can be done only by providing sound credit direct 

to consumers. “Failing that, modern power production must include a mar- 

vin of unsaleable goods; producers become unable to recover their costs; 

and industrial stagnation follows” (publisher’s summary). 

Duties, E. L. The dollar, the frane and inflation. (New York: Macmillan. 

1933. Pp. vii, 106. $1.25.) 

Epwanrps, D. S. A critical study of gold reserves and the monetary standard, 

with special reference to the position of the Bank of England: and an 

outline of a proposed monetary system for the British commonwealth of 

nations. (London: P, S. King. 19338. Pp. vii, 148. 5s.) 


Mr. Edwards belongs to the “progressive” or “advanced” school of 
English monetary theorists, as exemplified by his contention that “a mass 
of doctrinaires still clinging tenaciously to the main lines of their economic 
instruction in the pre-war period, as well as those afflicted with peasant- 
mindedness in gold standard affairs, ought to be swept aside in progress- 
ing towards a more rational direction of monetary systems” (p. 56). He 
advocates the establishment of a Currency Board for the British Empire, 
said board to determine from time to time the amount of the fiduciary 
issue and to have control of note redemption in gold, for export purposes 
only. It is hoped by the author that the United States and Central and 
South American countries may adopt similar “enlightened” arrangements. 
The book contains little analysis, being largely devoted to criticism of the 
gold standard and the setting forth of elaborate details regarding the meth- 
od of choosing a Currency Board. 

Like most of the stable commodity price level school of theorists, Mr. 
Edwards fails to see the trees for the wood, not seeming to realize that 
the question of price interrelations is frequently of more importance than 
the level of wholesale prices. Thus he appears to overlook the fact that 
the stable price indexes of England and Sweden since 1931, so Dr. Tucker 
finds, have resulted from the offsetting effects of rising import prices and 
falling domestic prices. As Dr. Tucker has put it, “even in these topsy- 
turvy days I cannot see how that can promote prosperity or make debt- 
payment any easier.’”’ Mr. Edwards would have done better to devote more 
time to analyzing fundamentals and less to devising visionary arrangements 
for the constitution of a highly impracticable, devitalized gold standard. 

Freperick A. Braprorp 


Fraser, H. F. Great Britain and the gold standard: a study of the present 
world depression. (New York: Macmillan. 1938. Pp. xi, 206. $3.) 


After introducing his subject in traditional fashion by examining the 
functioning of the pre-war gold standard, the war inflation, and the return 
to gold, Professor Fraser attacks the problem of the causes and conse- 
quences of the breakdown of the gold standard in England, laying chief 
stress on the rigidity of the English wage structure, with resulting in- 
ability to reduce costs and prices. He next analyzes the monetary and 
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Kemmerer, E. W. Kemmerer on money. (Philadelphia: Winston. Pp. 208. 

— G., editor. Documents relating to currency, exchange and finance 
‘in Nova Scotia, with prefatory documents, 1675-1758. (Ottawa: H. M. 
Stationery Office. 1933. Pp. xlix, 495.) 

LANDIS, W. S. An engineer looks at inflation: its effects in Germany and 
“France. Address given before the employees and guests of the American 
Cyanamid Company, November, 1933. (Durham: Duke Endowment. 1933. 

49. 

Pa tty Hausses et baisses des prix de longue durée. (Paris: Domat- 
Montchrestien. 1983. Pp. 115.) 

What is the long-term relationship of prosperity with money, prices, 

and gold? Professor Lescure answers that “1890-1914 was a period of 
general price-rise because it was a period of world progress” (p. 12). 
Money should not have a marked influence, since “money-quantity changes 
accompany general price-changes and not vice-versa” (p. 5). With rebirth 
of initiative, “the world will create without difficulty the necessary money 
to sufice for established trade” (p. 13). Assuming such initiative, prices 
will rise, “even if gold-production declines” (p. 13); for rises and falls of 
prices are “non-monetary phenomena” (p. 6). 
' We are informed that Cassel, Kitchin, and Strakosch predicted insuffi- 
cient gold-production; Lehfeld, though, forecast superabundance, caused 
by credit-perfection. Actually, to pretend that increase of monetary gold- 
accumulations determines general prices, is held “very dangerous” (p. 9) ; 
for first, war-time price-movements cannot be so explained (p. 10); and 
second, central-bank data indicate otherwise. To illustrate: a central bank 
table points out that, during the low gold-production period 1876-1890, 
Belgium and Holland had substantially lower reserves, but noticeably in- 
creased circulation; while Germany had both increased reserves and in- 
creased circulation; thus showing “independence of movement of note- 
circulation, in relation to reserves, and independence of reserves in rela- 
tion to gold production” (p. 7). We are appropriately reminded that now 
one would include bank-deposits in calculating total money. 

Statistically, Lescure has presented painstaking tables and charts on: 
product-prices, profits, interest, wages, land-rents, securities-issues, physi- 
cal production-volume, and other pertinent series. The data, covering the 
period 1850-1913, are mostly reprints of pre-war publications but are use- 
ful in showing the 1873-1896 depression, to which the present price-fall 
since 1920 is called analogous “with its crisis in agricultural products” 
(p. 13). The length of the current depression should not be astonishing, 
since it is intermediate in “‘a long period of decline” (p. 14). 

Ricuarp A, STapeRMAN 


Lewis, E. A., compiler. Federal Farm Loan act, with amendments. (Wash- 
ington: Supt. Does. 1938. Pp. 151. 10c.) 

LinpentuaL, G, A sound scientific money system as cure for unemployment. 
‘Boston: Stratford. 19338. 50c.) 

Maur, A, Monetary stability. Public policy pamph. no. 9. (Chicago: Univ. 
of Chicago Press. 1933. Pp. 24. 25c.) 

Author favors wholesale price index as preferable to retail price index 

or general index. 
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Me ADE, 1.2: Ti rest in a progressive state. (New York: Mac. MMpav, B. 
millan. 1933. P 5. D3 xxi, 2 
Orcuarp, D. J. a G. Money lending in Great Britain. (New Yor: SanKAR, 
Russell Sage Fou Pp. 1865. $2.) cutta 
This is the f ; of five studies of small loans prepared fo, — 
the Russell Sa The authors trace the evolution of regu). 6.) 
tions for mone n Great Britain through five successive Periods ScuMOLI 
characterized | :int, commercial restraint, lack of restraint, und S 
judicial restrain ginnings of administrative restraint, respec. Diinn! 
tively. The Am lent will find most of interest in the two lag SEN, >. 
stages following nt by Parliament of the laws of 1900 and of sacher 
1927. In 1854 | aled laws establishing maximum rates of SHANN, 
interest. A stud mittee of Parliament in 1881 showed that in- 1930 
terest rates ral to 155 per cent annually (p. 50), thereby ber, J 
demonstrating t means of protecting borrowers. ; 253.) 
The law of 1 cistration of lenders and empowered the SINGH, 
courts to modif reements. That this law did not eliminate the ate 
serious abuses, i f the authors, is indicated by their conclusion bana 
that “the hards ting to the borrower from the money lender’; onciias 
failure to regist thical methods of obtaining business, and Pp. ' 
from his misus¢ ers were but minor when compared with Tl 
the oppression of t rates” (p. 98). The final act of Parliament, “Tne 
enacted in 1927, vyhich money lending in Great Britain is now nom! 
regulated, conta ficant provisions: (1) All money lenders ant | 
must be licensed 1ximum rate of interest is set by law, but « thre 
legislative guide providing that the courts shall presume for 
the rate excessi "< 18 per cent per year, i.e., the burden is man 
placed upon the tify any higher rate. This law is different act 
from the Unifor: ns law so generally used in the United States, the 
the authors poin r respects: “First, it does not classify loans ing 
according to size British law does not fix a real maximum of | 
rate of interest; s of the charge depends upon the opin- — 
ion of the j udge l! ase, Third, beyond mere licensing there bar 
is in Great Britai trative provision; the enforcement of the pri 
law is left to th And fourth, the American method of punish- ne 
ing excessive cha r t riminal law is entirely absent” (pp. ths 
156-157). They mi added that the British have done more ag 
to protect the b n has been done generally in this country po 
through the limit 1 upon advertising by money lenders, even 
to the extent of ularization of borrowers (see p. 139). st 
The authors ha ir picture of the evolution of the regulation f 
of money lending iin. While the Uniform Small Loans act in - 
the United States her than the British act in the protection u 
of the borrower there is something to be said for the te 
latter in so far as nt pressure campaigns to entice borrow- . 
ers by means of lars and also to the extent that what is . 
excessive interest letermination on the basis of the circum- 
stances surroundi1 
Crype Fisuer 
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ues. (Washington: Brookings Institu- 
tion. 1933. Pp. xi 
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qv, B. R. Banks and the money market. (Calcutta: Lal Chand. 1933. Pp. 
i, 257.) 

as B. K. Indian currency and reserve bank problems (1926-33). (Cal- 
outta: Ray-Chowdhury. 1988. Pp. 85. Ir.) 

___—, The rupee not over-valued. (Calcutta: Ray-Chowdhury. 1933. Pp. 
6.) 
scumorpers, G. Frankreichs Aufstieg zur Weltkapitalmacht: Diplomatie 
“und Strategie des franzésischen Geldes seit 1926. (Berlin: Junker und 


sachen und Wirkungen). (Bonn: Author, Helmholtzstr. 4. 1933. Pp. 152.) 
Syann, E. O. G. and Copianp, D. B., editors. The Australian price-structure, 
1932: documents illustrating the phase of financial reconstruction, Novem- 


« 


ber, 1981, to November, 1932. (Sydney: Angus and Robertson. 1933. Pp. 

253. 

“ R. Rural codperative banking systems for short-term and intermedi- 
ate credit in Canada, United States, and the Union of South Africa. (Ur- 
bana: Univ. of Ill. 1988. Pp. 12. 25c.) 

Srarrorp, J. Essays on monetary management. (London: P. S. King. 1933. 
Pp. viii, 280. 7s. 6d.) 

This little book is composed of an “Introduction” and three essays— 
“Income and banking policy,” “The relation of banking technique to eco- 
nomic equilibria,” and “Central banking problems.” Stafford, an assist- 
ant lecturer in economics at the University of Manchester, has built these 
three essays upon a framework of factors which he thinks are responsible 
for the recurrent disequilibria in economic activity. He inquires into the 
manner in which disturbances acting upon the money and credit system re- 
act in turn upon the real incomes of the community, and concludes that 
the monetary system tends to increase the significance of the disequilibrat- 
ing forces of the economic system. Probably the most important analyses 
of the book are those in which the author weighs deductively the various 
considerations and conditions which he thinks determine whether central 
banking policy should have as its chief aim the stabilization of internal 
prices, or external prices, or a compromise of the two. He holds that the 
most usual specific duty of the central bank is external management, and 
that the pursuit of this object involves the limited pursuit of internal man- 
agement. Within these limits every decision relating to central banking 
policy, he thinks, necessitates a balancing of marginal gains and losses. 

The treatment of these highly important subjects seems unnecessarily ab- 
stract and will tax the patience of even the very small group who may 
feel called upon to read the work. Rather than analyze the elements of his 
subject in simple, clear terms so that a large group of readers might obtain 
the benefits of what may be of value in his analysis, the author has chosen 
to go from a painfully abstract type of analysis to mathematical formule 

which, in the opinion of this reviewer, are of no practical value in dealing 

with the subjects to which this book is ostensibly devoted. 

To those who believe that there are distinct limitations to the practical 
use of higher algebra in some of the social sciences, the book will be of 
ittle value or interest. And for that great group of people who should 
be enabled to read with understanding all that is essential regarding the 
practical problems treated in this book, it would seem that the essays will 
be of no great service. Watrer E. Spaur 
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Taruser, W. Gel lit im Mittelalter. (Berlin: Carl Heymanns, 1933 
Pp. xiii, 361. 

Tucker, R. S. Gold, nd prosperity: no statistical basis for the com. 
modity dollar irom The Annalist. (New York: Times 
Co. 1934. Pp. 10. 

Van Es, W. J. I r, commodities and crises. (The Hague: My). 
tinus Nijhoff. 1 P} , 50. Gld.1.) 

In this mon Dr. Van Es attempts to make a case for the stability 
of value of sil several years) as compared with gold, with. 
out notable su He believes that bimetallism would be helpful in 
stabilizing the ie of money, although he does not seem to ap. 
prove of many ng plans for raising the price of silver, Ap 
parently, it is 1 old to depreciate in terms of commodities t) 
the silver leve ntroduction of bimetallism will prove ¢. 
tirely satisfacte on is lamentably lacking in clarity at many 
points, so that r may be doing Dr. Van Es an injustice re. 
garding his att | silver, The author’s conclusions with respec: 
to gold reserves lesirability of removing legal requirements against 
note issues are rh, but his attitude toward the scarcity of gold 
can hardly be F. A.B. 

Weyrortu, W. O. 7 Reserve Board: a study of federal reserve 
structure and « Baltimore: Johns Hopkins Press. 1933. Pp. 
ix, 216. $2.25. 

As indicated his monograph comprises a critical analysis 
of the set-up of reserve system, with particular reference to the 
problem of er [he author follows a summary of the events 
leading up to t nt of the system with discussions of reserves 
and note issues | rediscounts, open-market operations, and inter- 
national relations. |] s demonstrates the desirability of a greater 
concentration « ) r discount rates and open-market operations 
than now exist is of the Board. The author feels that such 
powers are mo nt than the increased powers for direct pressure 
granted to the |] the Banking act of 1933. He also feels that the 
control over rela foreign banks, granted by the latter act, are not 
satisfactory and nnecessary if the Board had the discount rate 
and open-mark« h it should have. In order to guard against 
political interfer ntation of the reserve banks on the Board 
is advocated, wl ping of the Secretary of the Treasury as an 
ex officio member a rs to meet with the author’s approval. 

The book is w rly written. It attacks certain problems which 
are significant ar have frequently been somewhat slighted in less 
specialized treat Freperick A. Braprord 

Wuire, A. D. Fiat in France: how it came, what it brought, 
and how it ended Duke Endowment. 19388. Pp. 68.) 

Wo rr, S. Frank Gold: der Anteil der franszdsischen Finan:- 
macht an der Frankfurt am Main: Societitsverlag. 1933. Pp. 
249.) 

Annual report of t the mint for the fiscal year ended June $9, 
1938, including 1 the production of the precious metals during the 
calendar year 1 ngton: Supt. Docs. 1933. Pp. 113. 75c.) 
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The guaranty of bank deposits: a report of the Commission on Banking Law 
and Practice, Association of Reserve City Bankers. Bull. no. 3. (Chicago: 
Assoc. of Reserve City Bankers. 1933. Pp. 43.) 

id and scarce tracts on money. (London: P. S. King. Pp. 656. 15s.) 

Photographed from the original volume printed for the Political Econ- 
omy Club, 1856. 

Pennsylvania banking and building and loan codes, 1933. (Harrisburg: Com- 
monwealth of Pennsylvania. 1933. Pp. xxx, 553.) 

World production and prices, 1925-1932. (Geneva: League of Nations. Bos- 
ton; World Peace Foundation. 1933. Pp. 155. $1.) 


Public Finance, Taxation, and Tariff 
State Grants-in-Aid im Virginia. By Tieton R. Snavety, Duncan C. 
Hype and Atvin B. Biscor. (New York: Century. 1933. Pp. xv, 
244. $2.50.) 

Under the American system of government the sources from which are 
jerived the revenues requisite to perform the functions jointly or sev- 
erally undertaken by the federal government, the state governments, and 
the governments of the political subdivisions of the state give rise to a 
wide range of fiscal problems. Separation of revenue sources, tax rate 
imitations, limitations upon indebtedness, retrenchment, economy, and 
budgetary reforms have been the war cries of the aspiring politician; 
and on these cries worse administrations have not infrequently succeeded 
to the offices of their bad predecessors. Although not so formidable a 
cudgel for the business of warring oneself into office, recent developments 
in the field of public finance demonstrate the subtle effectiveness with 
which the prerogatives of one governmental authority may be purchased 
through the device which the authors of the book in review choose to 
tem “state grants-in-aid.” The object of this study, say the authors, 
is “to make a scientific investigation of the conditions which exist, in the 
hope that from such analysis it might be easier for those in charge of 
state affairs to formulate wise policies of action.” This worthy objective 
announced in the preface encourages the civic-minded reader to turn the 
following 282 pages of text material and tables, of which there are 47, 
ina search for some escape from “tangled and haphazard policy under 
rhich grants-in-aid have generally been made.” 

Chapter 1 is devoted to the theory of grants-in-aid, Chapter 2 to 
‘tate subventions and the tax system, the next four chapters to various 
discussions on educational finance. Chapters 7 and 8 are devoted to 
highways, and health and welfare, respectively, and there is a final 
chapter on conclusions. 

There is an abundance of statistical data scattered throughout the 
book. The mature reader feels, however, that too much time was spent in 
securing data and little enough in interpreting it. The reviewer had diffi- 
culty in appreciating the statement appearing on page 35 that “the 
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body Covert, T. Larger units for educational administration a potential economy. 
, Pamph. no. 45. (Washington: Supt. Docs. 1933. Pp. 43. Be.) 

} Euus, L. S. The tariff on sugar. With an introduction by J. R. Commons, 

3 . zp. H. Hibbard and W. A. Morton. (Freeport, Ill.: Rawleigh Foundation. 

ud”; 1933. Pp. 190. 50c.) 

ade This book presents the facts of the world sugar situation, with particu- 


nt ig lar reference to the American tariff problem. Detailed figures are given on 
ation acreage, production, consumption, prices, freight rates, and tariffs. These 
they facts are interpreted discriminatingly, and, although marred by a repeti- 


tious style, the book is a worthy addition to the literature on the sugar tariff. 
Throughout the book emphasis is placed on the world aspects of the 


end sugar situation. The author stresses the fact that artificial stimulation 
offer of production by bounties and tariffs has been an important factor in the 
S the expansion of world production and the consequent drop in prices. He 
opri- arrives at the same conclusion as Professor Taussig and Dr. Philip Wright 
ctive in regard to the 20 per cent tariff preferential on imports from Cuba: 
since about 1913 it has been of little if any advantage to Cuba, and the 
The American consumer and not the Cuban producer has been the beneficiary. 
ibute Professor Ellis challenges the widely entertained belief that the exclusion 
divi of sugar from our insular possessions would raise appreciably the price 
sions of sugar in this country, and points out that only as an exclusion of in- 
long sular sugar might lead to an increase in the world price would the result 
*. be to raise the price of sugar in this country. 
rs The book touches upon but does not discuss in great detail two very 
7 interesting aspects of the sugar problem: the natural freight protection 
ility, enjoyed by beet sugar producers in the Western market (pp. 84-88), and 
with the price discrimination practiced by Eastern refiners, both in the ab- 
com- sorption of freight on shipments to the West (p. 101), and dumping abroad 
a (pp. 189-144). The fact that price concessions on foreign sales have been 


consistently greater since the organization of the Sugar Institute in Janu- 
ary, 1928, may be an accident, but it will undoubtedly add to the suspicions 
of many economists that a trade association “code of ethics” is frequently 
ER not limited to raising the ethical standards of the industry. 

The cost of the sugar duty to the American consumer is estimated by the 
price differential method of comparing the foreign price with the Ameri- 
can price. An appendix by Dr. Morton defends this method as against the 


a os equilibrium method employed by Professor Henry Schultz. It does not 
’ ork: seem likely, however, that the results obtained by the two methods would 
differ greatly. Professor Ellis estimates that in 1930 the sugar tariff cost 
haft- the American consumer 268 million dollars, of which 115 million was 
0) offset by customs receipts, and that of the remaining net cost to the con- 
Y ork: sumer of about 150 million nearly two-thirds represented benefits to pro- 
ducers in the insular possessions. The final conclusion is (p. 160): “The 
Colin. sugar duty gives very real aid to 2.8 per cent of our farmers, but it 
taxes the entire farm population more than the amount of the benefit to 
» col the small group. It results in a net loss to all farmers as a class, and, 
nance therefore, as a farm relief measure is a failure.” 
Ser 
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cipii ed alle direttive fasciste. 2nd ed. (Padua: “Cedam.” 1933. Pp. xv, 
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acksburg, Virginia, March, 1938. (Blacks 


1933.) 


incomes, wealth accumulation and living 
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Pubs. (New Haven: Yale Univ. 1933. Pp, 


tice of modern taxation. (Chicago: Con- 
Vil, 266. ) 

no end, especially in the different fields 
n have their major interest. A new book 
yr, or taxation need not be heralded: ;! 


ent; a book written by a man ont of 
ion. Mr. Green is judge of the United 
was chairman of the Ways and Means 
ntatives, and was chairman of the Joint 
on Taxation. Such a career gives a 
)f the practice of modern taxation. Th 
but shows a keen appreciation of th: 
anced by writers on taxation. The entire 
liaison between the tax theorist and the 


; in generalities but, in the 22 chapters, 


practically every type of tax used by th 


as well as by some foreign countries. 
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°.7 Hanvey, A. S. General tariff of the United Kingdom. (New York: Pitman. 

1933. Pp. 181. $1.50.) 
aza- Hexvricks, H. G. The federal debt, 1919-1930: a chapter in American public 


— énance. (Washington: Author, 509 House Office Bldg. 1933. Pp. 333. $6.) 
- This book is primarily a bit of documentary history. It defends no thesis 
: the and only incidentally attacks one. It describes certain fiscal events of a 
icks- jecade and cements them together by such explanations as a Treasury 
official might be expected to offer, the distinguishing feature being that the 
Ving author treats a much larger mass of data than such an official would be 
called upon to explain at one time. Most of the material consists of quota- 
the ‘ions or near quotations from official American documents, a statement 
Pp. which implies nothing derogatory. The material is copiously and apparently 
adequately annotated by more than one thousand footnotes. There is no 
om- bibliography, the lack of which, in view of the numerous footnotes, is not 
serious; but the absence of an index is unfortunate, particularly because of 
elds the brevity of the table of contents. 
book Mechanically, the pages are marred in too many spots by staggering type, 
J: it notably so in the footnotes. The footnotes also suffer most, but not exclu- 
ively, from numerous minor typographical and grammatical errors such 
t of as would have been discovered by careful proof reading. The same applies 
rited also to certain inconsistencies in the style of footnoting. But these flaws, 
eans while they detract from the pleasure of reading the book, do not obscure its 
joint meaning. 
eS a In the first two chapters are compared “the debt at its peak amount,” 


The in 1919, and the “United States government assets in 1919,” presumably 
the for the purpose of determining the net worth as of the beginning of the 


ntire period. Admirable as this objective is, within its proper narrow limits, it is 
| the dificult to achieve. While in this case the liabilities, in terms of dollars at 

least, were definite enough, such was far from being the case with the assets. 
ters, Retrospectively, since most of the assets have been realized in cash, they 
- the may be valued, except the intergovernmental debts. In order to be useful, 
ries, an initial balance sheet should be accompanied by a final one, and such 
th an appraisal would have to be prospective. Perhaps it would be unrea- 
. for sonable to expect one. But the author does not carry the idea so far as to 
rt of ascertain the net worth, even as of 1919. He does in fact make no use of it. 
Xes The two following chapters deal with the reorganization of the debt 
with and with the “World War debt settlement,” respectively. Chapter 5 treats 
suc- the Treasury surpluses, their sources and their disposal. By “disposal” 
their is here meant the elimination of the surpluses by means of tax reduction 
gher or debt reduction, and with only incidental reference to such other methods 
this of disposal as, for example, the ex-service men would suggest. The sinking- 
ative fund device is discussed in Chapter 6, and the conclusion is reached that 

the “burdensome paraphernalia” of the fund are not justified. Chapter 7, 
the “Miscellaneous retirements,” is really superfluous. It consists mostly of a 
hich reprinted article on the franchise tax on the federal reserve banks. If 
ader suitably reduced, this item, with other minor items mentioned, had better 
e of been incorporated with other sources of surpluses in Chapter 5. The op- 
- erations of the Treasury in the money market are shown in Chapter 8. 

_ “The results of the debt policy” are the subjects of the final chapter. 
d. in hese results are presented in terms of: (1) the amount of debt reduction; 
D. & 2) the computed interest charge, which it is attempted to correct for 


price movements and population growth; (3) the perennial controversy 
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over the us n war financing; and (4) the suitableness of 
the taxes of t period. In general, the theoretical contribution 
is scrappy in but fortunately the value of the book ig no 
dependent pr ts contribution to the principles of war finan. 
ing. Jens P. Jensey 

LANDMAN. J. Vachlass. (Basel: Benno Schwabe. 1933. p, 
84. 4 fr.) 

Lerrter, G. L. } er} tures, tax burdens, and bonded debts in Wi;. 
consin and ni Bull. no. 4. (Madison: Univ. of Wiscon- 
sin Bur. of Bu rch. 1933. Pp. vi, 119.) 

MonTcomery, R | tax handbook, 1933-1934. (New York: Ronald 
1933. Pp. xv 

Perit, L. C. Hist s extérieures de la France: le réglement des 
dettes intera Paris: Berger-Levrault. 1932. Pp. xvii, 
718. 

Powe t, H. M. / taxes, with remedies for illegal and excessir: 
anegasmenns roving realty values. 2nd rev. ed. (New 
York: Boyd P1 , 442.) 

Srorm, W. B. a1 C. Tazes and taxation. (Bloomington, II]. 
McKnight and 8. Pp. 108. 40c.) 

SrupENsk1, P. Ch inance. (New York: Long and Smith. 1933. 
Pp. 400-562.) 

Reprinted f [ of Economic Principles and Problems, }y 
W. E. Spahr a 

Swirt, F. H. E12 * financing public educational institutions 
lr France. Pu iii, no. 1. (Berkeley: Univ. of Californis 
Press. 1933. P 

Tuarp, C. R. ¢ nance through taxpayers’ associations and 
centralized ad napolis: Ford Pub. Co. 1933. Pp. ix, 84. 

UNTEREINER, R. t: what we pay to be governed, (Philadel- 
phia: Lippine $1.) 

Waxtace, G. M f the state of Louisiana regulating th 
levy, assessme?r f tares. 2nd ed. (Baton Rouge: Ramires 
Jones Printing xvi, 987.) 

WINKLER, M. F‘ topsy. A study of defaults and repudic 
tions of govern Philadelphia: Roland Swain. 1933. Pp. 
xvi, 295. $8.50. 

Bank and corpora tax act, 1988. (San Francisco: Franchise 
Tax Commissio1 ] 

Current problems . (Chicago: Commerce Clearing House. 
1933. Pp. 391. 

This is a coll res delivered at the National Conference 
on the Relation 1ess held under the auspices of the School 
of Law and the merce, Accounts and Finance of New York 
University, in D [he lectures are grouped under the follov 
ing headings: (1 public finance problem”; (2) “The prope: 
scope of govern general and in the new economic situs 
tion in particul stment of local governmental expendi 
tures’; (4) “R al taxation”; (5) “Readjustment of 
state expenditur n”’; (6) “Readjustment of federal expendi- 


tures”; (7) “R leral taxation”; (8) “Problems of edv- 
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cational finance” ; (9) “Special taxes—parts 1 and 2”; (10) “Coérdination 

of federal, state and local revenues and elimination of double taxation” ; 

11) “The use of public credit”; (12) “Governmental defaults—causes 

and prevention”; (18) “Intergovernmental debts and tariffs”; (14) “‘Re- 

conciliation and execution of public finance programs.” 

Financial statistics of states, 1931. (Washington: Supt. Docs. 1933. Pp. 117. 
Oc.) 

0 tax act of Washington: an act relating to the payment of a graduated 

tar on the incomes of persons and corporations, adopted by popular vote, 

November 8, 1982. (Olympia: State House. 1932. Pp. 45.) 

Reports of the United States Board of Tax Appeals, volume 26, May 1, 1982, 
1) October 31, 1982. (Washington: Supt. Docs. 1933. Pp. 1543. $2.25.) 


Population and Migration 


NEW BOOKS 

Dencan, H. G. Immigration and assimilation. (Boston: Heath. 1933. Pp. 
901. $3.80.) 

Homes, S. J. The eugenic predicament. (New York: Harcourt Brace. 1933. 

Pp. 243. $2.) 

Woorrer, T. J., Jn. Races and ethnic groups in American life. (New York: 

McGraw-Hill. 1938. Pp. 247. $2.50.) 

Fifteenth census of United States, 1930: population. Vol. VI. Families. 
Washington: Supt. Docs. 1933. Pp. 1495. $3.) 

Le mortalidad en la Ciudad de Mézico. (Mexico City: Departamento de Salu- 

bridad Publica. 1938. Pp. 48.) 


Social Problems and Reforms 


NEW BOOKS 

Baxer, O. E. Rural-urban migration and the national welfare. Annals, vol. 

xxiii. (Cambridge, Mass.: Assoc. of American Geographers. 1933. Pp. 

59-126. 75c.) 

Bioocert, H. Making the most of your income. (New York: Macmillan. 

1933. Pp. xv, 180. $1.50.) 

Treats of the “elemental principles of sound personal and family money 

management.” These are based on well-defined objectives, savings, budg- 

eting, the correct understanding of installment plans, and selection of in- 

vestments. One chapter is on teaching children money management. 

Bocarpus, E. S. Social problems and social processes: selected papers from 

the proceedings of the American Sociological Society, 1982. (Chicago: 

Univ. of Chicago Press. 1988. Pp. xii, 154.) 

Bonner, G., and others. La codpération internationale. (Paris: Alcan. 1933. 

Pp. 213. 15fr.) 

This volume includes the addresses delivered at a series of conferences 

organized by La Société des Anciens Eléves et Eléves de l’Ecole Libre 

des Sciences Politiques. Two of the conferences were devoted to economic 

and financial problems. 

Brocarp, L., and others. L’economia programmatica. (Firenze: Sansoni. 
1933. Pp. vi, 208. L.15.) 

Brown, J. C. The rural community and social case work. (New York: Family 

Welfare Assoc. of America. 1988. Pp. 165.) 
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sre thoroughly analyzed, presented in intelligible tables with many illus- 
‘rative charts. The text is ample and the treatment throughout represents 
scientific research. 
\arrix, P. M. Prohibiting poverty: suggestions for a method of obtaining 
~ economic security. (New York: Farrar and Rinehart. 1933. Pp. 125. $1.) 
\ason, A. T. Brandeis: lawyer and judge in the modern state. (Princeton: 
~ Princeton Univ. Press. 1933. Pp. vi, 208. $2.) 

The jacket of this interesting volume informs us that it “is not written 
primarily for the scholar or lawyer but rather for the general reader.” 
Beginning with a short chapter demonstrating that “judges rule the 
state.’ Professor Mason goes on to describe Justice Brandeis’ career be- 
fore his appointment to the Supreme Court. The chapter headings indicate 
the nature of the discussion: “The people’s attorney,” “The challenge of 
corporate aggregates to social intelligence,” “Brandeis: sense, sanity, ideal- 
ism.’ “Bourbon law in the industrial age,” and “More life in the law: 
the Brandeis brief.”” The longest chapter in the book, entitled “More life 
in the law: the logic of realities in Supreme Court opinions,” is an informa- 
tive discussion of the most important of the Brandeis opinions. Special 
attention is given to the labor opinions, those having to do with trans- 
portation and public utilities, and those dealing with personal freedom. 
Professor Mason believes that the philosophy of Brandeis bears a close 
relation to that of President Roosevelt and his recovery program. In 
one brief section he makes an interesting comparison between the views 
of Brandeis and former Justice Holmes. The volume is sympathetic 
throughout to the career and influence of its subject. Despite its brevity 
and lightness of treatment, the thorough documentation of the volume 
should make it useful to students of economic and social legislation. 

Epwarp BerMan 


Mayo, E. The human problems of an industrial civilization. (New York: 

Macmillan. 1933. Pp. 194, $2.) 

Mirrany, D. The progress of international government. (New Haven: Yale 

Univ. Press. 1983. Pp. 176. $2.) 

Murray, H. G. Out of work: hunger and relief. Soc. action ser. no. 1. (Bos- 

ton: Pilgrim Press. 1988. Pp. 86. 25c.) 

Perry, C. A. The rebuilding of blighted areas: a study of the neighborhood 

unit in replanning and plot assemblage. (New York: Regional Plan Assoc. 

Pp. 64. $2.) 

Porenor, P, B. and Jounson, R. H. Applied eugenics. Rev. ed. (New York: 

Macmillan. 1933. Pp. ix, 429. $2.60.) 

Remer, C. F. A study of Chinese boycotts, with special reference to their 

economic effectiveness. (Baltimore: Johns Hopkins Press. 1933. Pp. xii, 

306. $2.75.) 

Ricurs, C. A. The unanimity rule and the League of Nations. (Baltimore: 
Johns Hopkins Press. 1983. Pp. xi, 224. $2.25.) 

Rovcers, C. The Roosevelt program. (New York: Putnam. 1933. Pp. 275. 

Russ, H. O. and Krurcer, M. Social reconstruction: study guide for group 

_ and class discussion. (New York: John Day. 1983. Pp. 146. 85c.) 

Sanpers, W. B. Negro child welfare in North Carolina. (Chapel Hill: Univ. 

L of North Carolina Press. 1983. Pp. 330. $1.) 

Scuwesincer, G. C, Heredity and environment: studies in the genesis of 
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psychological aracteristics. (New York: Macmillan. 1938. Pp. vii, 484 Althou 
$4.) A in the 
S.ocoms, W. H. The causes and cure of depressions. (Boston: Christophe; Startit 
Pub. House. 1933. Pp. 131. $1.25.) Mrs. Ho 
Author argues that “banking and the handling of money is a gover. to handl 
ment function. . . . Money must be made to become a pure medium of 1932. SI 
exchange by eq 1g land values and by socializing land rent anj many ¢¢ 


money rent.” 
Tiprerts, C. S. Autarchy: national self-sufficiency. Pub. policy pamph. no, 
5. (Chicago: Univ. of Chicago Press. 1983. Pp. 27. 25c.) 


treatme! 
toward 


passage 
A vigorous criticism of the national self-sufficiency and _isolationis pension: 
arguments of Dean Donham, Crowther, Lawrence Dennis and Keynes, tion bet 


Vitsoen, S. The economic tendencies of today. (London: P. S. King. 1933, 
Pp. 251. 10s. 6d 

Readers who are attracted to this book by its title are liable to be dis. 

appointed. One expects a discussion of tendencies to have direction and 


jnsuran' 
ployme! 
in the 1 
of mini: 


drive—to get somewhere. One is prepared to disagree if necessary, but The 
that is a reasonable price to pay for a stimulating trip. Doctor Viljoen’s great V 
book has no drive d no direction discernible by me. This is not because portant 
it is confused or |. On the contrary it is singularly intelligent and find an 
clear. Whatever the author takes up he illuminates with a flood-light of will er 
facts drawn from the best, though not always the most recent, sources; progra 
and his comments are distinguished by a complete freedom from passion posses: 
or obvious prejud But they are inconsecutive. One thing just leads The 
to another as it does in conversation (where “tendency” is tabu!) or in at suff 
the lectures of a professor who “knows a lot” and doesn’t much care cussed 
what happens. C. E. A. 
or the 
Wuire, P. C. Some fundamentals of a scientific social order. (New York: for tor 
Internat. Press. 1933. Pp. 31.) 
Wituis, H. P., Mappen, J. T. and Warsurton, C. Economic aspects of cal- 
endar reform. (New York: World Calendar Assoc. 1983. Pp. 15.) UEBNE 
Ziecuer, S. H. and Witpes, H. J. Choosing an occupation: vocational civics. Apple 
(Philadelphia: Winston. 1933. Pp. xv, 344.) Kup, ( 
Employment of prisoners: report of the departmental committee. (London: tional 
H. M. Stationery Office. 1938. Pp. 99. 1s. 6d.) of Pe 
Instruction in the social studies. Monog. no. 21. (Washington: Supt. Docs. Ricuar 
1933. Pp. 105. 10 repor 
National Conference of Social Work (formerly National Conference of Chari- work 


ties and Correction), proceedings at the sixtieth annual session held in 
Detroit, Michigan, June 11-17, 1983. (Chicago: Univ. of Chicago Press. 
1933. Pp. 763. $3 


Insurance and Pensions = 

NEW BOOKS Pp. 

Batpwin, W. E., editor. New York insurance law. Containing all amendments Tayo 
to January, 1934, with an appendix containing emergency measures and Pp. 
miscellaneous laws affecting insurance. (New York: Banks-Baldwin Law The A 
Pub. Co. 1938. Pp. 508.) seve 
Houman, H. F. The development of social insurance and minimum wage Yor 


legislation in Great Britain: a study of British social legislation in relation 
to a minimum standard of living. (Boston: Houghton Mifflin. 1933. Pp. 
xxi, 441. $3.50.) 
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Although published in 1938 this study was awarded first prize in Class 

\ in the Hart, Schaffner & Marx competition of 1928. 
" Starting with an investigation of the operation of the Poor law of 1834, 
\lrs. Hohman traces the development of the English legislation designed 
»y handle the problems of poverty and carries the story through the year 
1932. She not only describes the laws, but considers the reports of the 
many commissions appointed to investigate the need for changes in the 
treatment of poverty. She deals with the attitudes of the different groups 
toward proposed legislation and with the problems which arose after its 
passage. Thus she discusses the problem of the aged poor and old-age 
yensions, the treatment of widows and their dependent children, the rela- 
tion between the Poor law and the adoption and development of health 
insurance, attempts to meet the problems of the unemployed, the unem- 
ployment insurance acts and their operation, the most recent problems 
in the relief of poverty, and the sweating problem and the development 
of minimum-wage legislation. 

The volume contains a mass of pertinent detail, and should prove of 
creat value as a reference work. Not only will the student find all im- 
portant facts concerning the developments of the last 25 years, but he will 
find an adequate treatment of the nineteenth century background which 
will enable him to trace the events leading to the passage of the great 
program of social legislation of more than two decades ago. The volume 
possesses an extensive bibliography and a good index. 

The only criticism to be made of this study is its failure to consider 
at sufficient length the economic and social aspects of the legislation dis- 
cussed. One feels that a person whose command of the facts is as exten- 
sive as Mrs. Hohman’s might contribute a fresh and valuable analysis 
of the implications of the British program. This, however, may be asking 
for too much from a single volume. 

Epwarp Berman 


venNer, S. S. and McCanan, D. Life insurance as investment. (New York: 
Appleton-Century. 1988. Pp. xxii, 291. $2.50.) 

cup, C, A., editor. Social insurance. Supplement: some aspects of interna- 

tional economic questions. Annals, vol. 170. (Philadelphia: Am. Academy 

of Pol. and Soc. Science. 1988. Pp. vii, 204. $2.50.) 

Ricuarns, K. E., editor. Workmen’s compensation supplement to department 

reports of Pennsylvania, containing rulings and selected opinions of the 

workmen’s compensation board, opinions of the attorney general, the vari- 

ous courts of Pennsylvania and the United States Supreme Court, involv- 

ing the workmen’s compensation law of Pennsylvania during the year 1982. 

‘Harrisburg: Telegraph Printing Co. 1983. Pp. 373.) 

_ Reprinted from volume xviii of department reports of Pennsylvania. 

ScuNiTMAN, L. S. How safe is life insurance? (New York: Vanguard. 1938. 
Pp. 256. $2.) 

Tavtor, M. The social cost of industrial insurance. (New York: Knopf. 1933. 
Pp. xx, 421. $3.25.) 

The Association of Life Insurance Presidents: proceedings of the twenty- 

seventh annual convention held in New York, December 7-8, 1933. (New 

York: Assoc. of Life Insur. Presidents. 1933. Pp. 259.) 

Vorkmen’s compensation for occupational diseases: partial revision of the 

convention concerning workmen’s compensation for occupational diseases. 

Rep. v, 18th sess. (Geneva: Internat. Labour Office. 1933. Pp. xi, 328.) 
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Statistics and Its Methods 
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lustry and Trade. By Stwon Kuznets. (New gust; 
f Econ. Research. 1938. Pp. xxiv, 455. $4.00.) HMM wing, 
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he case of crop production than in steel output. Both the seasonal low in 
griculture and the peak in department store sales occur in the winter. 
Seasonal variation of monthly series is the standard analysis used in 
ys study, since most records are available on a monthly basis. The 
,sonal variation is measured by the selected positional medians of the 
slatives to centered 12-month moving averages. This is a refinement of 
he method advocated by the Federal Reserve Board, which is undoubt- 
y one of the best measures of seasonal variation. 
In testing the significance of the seasonal indexes, two measures are 
sed. Both of the measures are utilized to compare the seasonal index 
th the percentage deviation of the original series from its centered 
2-month moving average. The first measure is the standard error of the 
asonal index for any calendar month. The second is the coefficient of 
orrelation of the relationship between the deviations and the indexes of 
easonal variation. Graphic inspection, the range of the actual indexes 
f seasonal variation, and conformity to non-statistical knowledge of the 
eries are also discussed as tests of validity. 

The second part of the study is devoted to average seasonal variation 
in various economic series. Separate chapters are devoted to food 
roducts; cotton and cotton textiles; automobiles, gasoline and rubber ; 
construction; and elements other than industry and trade. In each of 
these chapters, the average deviation and range of the seasonal index of 
each of the series are presented. The causes of the seasonal movements are 
discussed and an explanation of the relationships shown between related 
series is given. Forty-two charts of seasonal movements are presented. 

The variability of seasonal movements is presented in the third part of 
the study. Considered from a regional aspect, it is found that in certain 
industries in which climatic factors determine the timing of the seasonal 
swing, divergent seasonal patterns and amplitudes are shown in the 
different regions. The index of seasonal based on data for the United 
States total understates the significance of the seasonal swings. In other 
series influenced by climatic factors, the severity of seasons influences the 
amplitude and the seasonal swing. Little diversity between regions is 
shown in the pattern of the seasonal movement in manufacturing and 
distribution series since these series are primarily affected by conven- 
tional factors. 

While considerable divergence is found in the timing of seasonal peaks 
and lows, the variation occurs between the major units of production and 
distribution. Close agreement is shown within each of these major groups, 
such as the agricultural commodities group, raw materials group, the 
fnished commodities group, and the trade group. 

An analysis is made to determine what changes, if any, have occurred 
in seasonal patterns over a period of years. This examination reveals 
that seasonal variation shows little change in time and that greater 
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stability is shown in series dealing with stocks of commodities than », nm 
production or shipments. There appears to be no relationship b. fie! differs 
tween changes in seasonal pattern and the absolute magnitude of ;; ability th 

seasonal swings. ‘lhe disturbances in seasonal pattern were concentrated hypothes 


in a few industries, and in these industries they occurred in the period in a give 


of rapid readjustment immediately following the World War. The cayy made 10 
of shifts in seasonal pattern appears to be the changes in geographic distribut 
source or use of certain raw materials and the growth in available events, t 
markets, changes the technique of storing and preserving, and jp. brief de 
creased emphasis on style for certain finished products. identifiec 
In the chapter dealing with the relative amplitude of the seasong Mmm" th 
swings, it is found that changes in the size of the seasonal swing were of the 
shown in most of the series. These changes in relative terms were unr. fae '"2" 
lated to changes in the absolute values of the series. In the industries The 1 
producing commodities in which the amplitude of the seasonal was ip. fae **" t 
creasing, this change was accompanied by larger surpluses of capital causally 
equipment and by greater instability in employment. tionship 
The material presented in the appendix should be valuable to all This lea 
people dealing with time series. This section includes nearly 1,000 indexes Him ™°*"S ‘ 
of seasonal variation for 400 different series. The source of these series Mam the” ‘ 
as well as of the other series presented in the study is given. The source the reg 
material would be far more usable, however, if it were not necessary to variable 
secure the reference number of a given series from the section or index fa °°" & 
numbers and then refer to the series by number in the source section. The | 
Howarp G. Brunsman chapter 

Ohio State University relation 
restatel 

Einfiihrung in die Korrelationsrechnung, Heft I. Theorie wnd Technik GM theory, 
der Korrelationsanalyse, Heft 5. By Hans theory, 
Schriftenreihe des Instituts fiir Landwirtschaftliche Marktfor- Hi least sc 


schung. (Berlin: Parey. 1931; 1932. Pp. 58; 350. RM. 2.5; RM. 


caleulu 


12.) normal 

The author has written these two volumes to make correlation tech- Cha 
nique available to research workers in Germany who are not primarily 3 lnear, 
mathematicians and who, therefore, have been unable to make sufficient Hi «flicien 
use of treatises on correlation where emphasis has been placed upon #™ forma 
mathematical precision of statement and upon a “highly scientific termin- J « to d 
ology.” Despite the implied and the actual simplification of the book, Rat 
however, its scope is such that beginners will find the going heavy in cient { 
many places. The author spent several years with the European offices, in mode r 
Vienna and Berlin, of the United States Department of Agriculture, and Hi in eco 
shows a wide familiarity with American as well as German literature. alone 
The volumes under review are published in the series of the Institute for J coeffi 
Market Research in Agricultural Economics. deters 
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Volume 1 is a brief introduction to correlation procedure (58 pages). 
; differs from most texts in English in the emphasis placed upon prob- 
pility theory as the foundation stone of correlation analysis. Upon the 
hypothesis that a large number of causal forces act to produce variation 
», a given set of variable values, estimation of individual values can be 
ad, in terms of mean values and deviations from means; and, if the 
istribution curve of actual values follows the distribution of chance 
sents, the latter can be used for estimating the former. There follows a 
brief development of the binomial distribution. The normal curve is 
jentified with this distribution (though the author undoubtedly appre- 
sates the approximate character of this relationship) and the integral 
of the normal curve is used for setting limits to the range of actual 
observations. 

The next step in estimation, which leads to correlation analysis, is 
taken through noting that the variation of one group of values is 
causally related to another and that an equation representing this rela- 
tionship can be determined by use of the observations in the two groups. 
This leads, of course, to the regression equation and to its derivation by 
means of the usual normal equations. The standard error of estimate 
is then derived and from it the correlation coefficient. The scatter around 
the regression line is compared with the dispersion of the dependent 
variable to show the extent of improvement in forecast when the regres- 
sion equation is set up. 

The second volume, of 850 pages, is divided into two main sections or 
chapters, the first on the foundation, or theoretical background, of cor- 
relation analysis; the second on the analysis proper. There is a brief 
restatement of the meaning of correlation and its basis in probability 
theory, as given in the first volume; there are sections on probability 
theory, averages and dispersion of variables, functional relationships, 
least squares procedure and a brief outline of elements of the differential 
calculus and its use in the theory of minima and in the derivation of 
normal equations. 

Chapter 2 contains the technical correlation analysis. Linear and non- 
linear, simple and multiple correlation procedures are explained. Co- 
ficients of correlation and of alienation are always derived first in their 
form as ratios of standard deviations—a device that seems to the review- 
er to deserve especial credit. 

Rather than describe in detail the content of Volume II, it seems suffi- 
cient to say that it is complete in the extreme; that all those features of 
modern correlation analysis that have been so prominent in recent years 
in economic research, and especially in America, have been included—not 
alone coefficients of simple, partial and multiple correlation but also 
coeficients of part-correlation and coefficients of total and of partial 
let. rmination. 
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rational 


The book seems a very successful accomplishment of the PUrpose jt 
similar] 


set out to achieve. It is to be particularly commended for its emphasis o, 


a probability foundation and for the attempt to differentiate bety Unqt 
those variations which can be assigned to specific causes and those vid yes 
must be classed under the heading of chance, or randomness, The styl the qua 
is clear and the presentation carefully and systematically arranged 
There are a few minor points on which disagreement might be raised: ee 
for instance, interpreting the coefficient of correlation in percentage Mario» 
terms; and the rather uncritical acceptance of coefficients of determing. to Aust 
tion to measure proportion of influence exerted by independent variables Studen 
in a multiple regression. QuitTNE 
Bruce D. Mupcert als ma 
University of Minnesota furter 
Buske. 
NEW BOOKS The 
Doane, R. R. The measurement of American wealth. (New York: Harper more i 
1938. Pp. xviii, 242. $4. . of the 
Harrkemeier, H. P. The supply function for agricultural commodities, piricis 
Stud., vol. vii, no. 4. (Columbia: Univ. of Missouri. 1988. Pp. 79. $1.25.) public 
The development and administration of an increasing body of economic — 
legislation looking toward the control of prices and production, demand; a 
the development of new statistical techniques and the accumulation of aie 
new Statistical data which will make possible the determination of supply about 
and demand curves. To meet this Professor Hartkemeier has made 4 attent 
noteworthy contribution lar m 
Just two commodities—corn and potatoes—are used in this study. Each as 
was used because it seemed to satisfy fairly completely the requirements — 
of the theoretical ‘‘closed economy.” Because of unsatisfactory data and — 
unusual times the period was necessarily limited to that from 1896 to eas 
1914. Price and production data were readily accessible in the reports of ahs 
the United States Department of Agriculture but the weather data were 7 
more difficult to obtain. In order to decide which weather information to —_ 
use, it was necessary to determine a “potato belt” and a “corn belt” with- theo 
in which temperatures and rainfall for the “critical period” of growth aa 
had been collected. The “critical period” of growth for the two crops was math 
taken as July, in accordance with the conclusions of H. L. van de Sande- tren¢ 
Bakhuyzen, J. Warren Smith, Carl Alsberg and H. A. Wallace that July a 
weather conditions most important in the growth of both. ~ 
Various techniques are used in the study: trend ratios, link relatives, a 
partial correlation, path coefficients (after the method of the biologist, an 
Sewall Wright), and multi-curvilinear correlation. The last method seems Ruope 
to give the most satisfactory and comprehensible results. Pp. 
Dr. Hartkemeier emphasizes the necessity of recognizing in the at The D 
tempt to control agricultural production the importance of both exchange (Ne 
and weather conditions Statist 


Contrary to frequently expressed opinion it was found that July tem- of N 


perature is of considerably more importance as a determinant of produc T 
tion than is rainfall. Of course, the author recognizes that his is not the birt! 
curve of the neo-classicist. Neither is it that of “the complete function’ — 
of the mathematical school. It appears that farmers react with considerable curl 
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rationality to the deflated December 1 farm price of potatoes, but not to 
similarly treated prices for corn. 


. Unquestionably this monograph is a helpful addition to the libraries 
> of both general students of modern economic theory and specialists in 
ich the quantitative determination of supply and demand curves. 

vle Lester S. 
ed Lin, L. Elementi di statistica. 8rd ed. (Padua: “Cedam.” 1933. Pp. 409. 
1.40.) 


Yavuvon, F. R. E. The use and abuse of statistics, with special reference 
"9 Australian economic statistics. (Melbourne: Melbourne Univ. Commerce 
Students’ Soc. 1988. Pp. 52.) 

QuirrNER-BERTOLASI, E. Das Verhdltnis von Trend und Konjunkturzyklen 
als mathematisch-dkonomisches Problem. Veréffentlichungen der Frank- 
furter Gesellschaft fiir Konjunkturforschung, Heft 7. (Leipzig: Hans 
Buske. 1933. Pp. 57. RM. 3.65.) 


The Frankfurter Society for the Study of Conjuncture has published one 
more in the series of monographs discussing the problems of the analysis 
of the time series. Dr. Quittner-Bertolasi is as critical of the crude em- 
piricism in the analysis of the time series as was O. Anderson in the first 
publication of the Frankfurter series (Zur Problematik der empirisch- 
statistisches Konjunkturforschung). In the second section of her study 
discussing various existing methods of the determination of the trend 
and of its elimination, Dr. Quittner-Bertolasi makes valuable remarks 
about the assumptions upon which these methods are based. With special 
attention she analyzes the assumptions on which is based the most popu- 
lar method of the determination of trend in the form of a mathematical 
curve fitted by the method of least squares. She emphasizes that the most 
important problem in the finding of trend—the selection of the type of 
curve for the trend—cannot be solved in a purely empirical way, but re- 
quires preliminary theoretical analysis directed to the formulation of the 
law of the development which must be presented by the trend line. 

In the last section of the study the author, on the example of several 
existing theories of the business cycle, tries to demonstrate that various 
theories suppose quite different relationships between the secular trend 
and cyclical fluctuations and for this reason require quite different mathe- 
matical treatment of the problem of separation of cyclical fluctuations and 
trend, 

The value of the study is in its emphasis on the importance and neces- 
sity for a theoretical analysis and of the strict formulation of the as- 
sumptions for any even purely empirical statistical approach to the prob- 
lems of the business cycle. V. P. Timosuenko 


Ruoves, E. C. Elementary statistical methods. (London: Routledge. 1933. 

Pp. 243. 7s. 6d.) 

The Dow, Jones averages, with an explanation of the Dow theory. 7th ed. 

(New York: Barron’s. 1983. $1.50.) 

Statistical year-book of the League of Nations, 1932-33. (Geneva: League 
of Nations. Boston: World Peace Foundation. 1933. Pp. 292. $3.) 

The tables in this series cover population, including age, marriages, 
births and deaths; unemployment and industrial disputes ; production and 
consumption of commodities ; commerce and transportation; public finance, 
currency and prices. The text is in French and English, 
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Pp. 10. 

The working of social insurance schemes in Bulgaria. Internat. Lab. Rev., Sept. 1933, 
Pp. 8. 


Socialism and Co-operative Enterprises 


Doss, M. The problems of a socialist economy. Econ. Jour., Dec., 1988. Pp. 11. 

Micueis, R. Considerazioni sulle coalizioni internazionali. Riv. Internat. di Sci, Soe 
Nov., 1933. Pp. 21. 7 

TuckerMAN, G., Ja. Applied Marxism in Soviet Russia. Am. Econ. Rev., Dec., 1933. 
Pp. 13. 


Statistics and Its Methods 


BaNos, O. F, Determinacién y estudio de una curva de frecuencia. Anales de la Uniy. 
de Madrid, Tomo II, Fasc. 3, 1933. Pp. 16. 

Beanpot, A. E. A test for significance in a unique sample. Jour. Am. Stat. Assoc, 
Dec., 1933. Pp. 4. 

Burks, B. S. A statistical method for estimating the distribution of sizes of completed 
fraternities in a population represented by a random sampling of individuals. Jour. 
Am. Stat. Assoc., Dec., 1933. Pp. 7. 

Camp, B. H. Karl Pearson and mathematical statistics. Jour. Am. Stat. Assoc., Dec, 
1933. Pp. 7. 

Cuarin, F. S., Jaconson, E. and Stone, S. Predicting relief case loads for Minneapolis 
by empirical procedures, 1932-1933. Jour. Am. Stat. Assoc., Dec., 1988. Pp. 9. 
Crarx, C. G. The national income and the net output of industry. Jour. Royal Stat 

Soc., Part IV, 1933. Pp. 9 


B. Les dificultés de examen des phénoménes sociaux en égard particulitre- 
ment aux méthodes statistiques. Jour. de la Soc. Hongroise de Stat., No. 1-2, 1933. 
Pp. 32. 

Hearp, S. and Beever, A. F. Timing of recovery from major depressions, Rev. Econ. 
Stat., Nov. 15, 1933. Pp. 9 

Linpaut, E. Sveriges Riksbanks konsumtionsprisindex. Ekon. Tids., Arg. XXXV, 
Haft. 3, 1933. Pp. 44. 

Potax, N. J. Het loononderzoek van het Centraal Bureau voor de Statistiek. De 
Econ., Nov., 1933. Pp. 26 

Srarute, H. The reactior consumers to changes in prices and income: a quantitative 
study in immigrants’ behavior. Econometrica, Jan., 1934. Pp. 14. 


Ynrema, D. B. Measures of the inequality in the personal distribution of wealth or 
income. Jour, Am. Stat. Assoc., Dec., 1933. Pp. 11. 
Recent family budget enquiries. Internat. Lab. Rev., Nov., 1988. Pp. 38. 


174 Documents. 


In the 
Bulletin N 
1906, by 
ynder Fre 
No. 151, 
Gg, A. Wit 


In the ' 
of Distril 
10c.). 

In the 
vey, Janu 


The fe 
Futures: 
9, 1930, 
daily ope 
Board of 
period. I 
1921-192 


The F 
its repor 
(Washin 

The T 


Presiden 
Fishery 


The f 
No. 580 
Cake 
No. 581 
No. 58+ 
factu 
No. 58: 
(July 
Dece 
No. 58 
State 
No. 58 
Man 
No. 58 
1932 
No. 5§ 
102, 
No. 59 


rts, and Legislation 


DOCUMENTS, REPORTS, AND LEGISLATION 


Industries and Commerce 


In the Trade Promotion Series the Department of Commerce has published 
Bulletin No. 145, Default and Adjustment of Argentine Foreign Debts, 1890- 
6. by H. L. Shepherd, Jr. (pp. 65, 10c.) ; No. 148, Cocoa in the Cameroons 
under French Mandate and in Fernando Po, by L. J. Schwarz (pp. 64, 10c.) ; 
No, 151, Foreign Trade of the United States in the Calendar Year 1932, by 
Gg. A. Witherow (pp. 181). 


In the Trade Information Series has appeared Bulletin No. 817, Channels 
of Distribution of American Merchandise in India, by W. C. Flake (pp. 21, 


10c.). 


In the Domestic Commerce Series has appeared No. 84, Retail Credit Sur- 
vey, January-June, 1938 (pp. 35, Be.). 


The federal Department of Agriculture has issued Bulletin No. 41, Wheat 
Futures: Volume of Trading, Open Commitments and Prices from January 
2 1930, to December 81, 1932 (Sept., 1933, pp. 110, 10c.). This contains 
daily opening, high, low and closing prices of wheat futures on the Chicago 
Board of Trade and graphic charts for the May futures over the three-year 
period. It is a supplement to Statistical Bulletin No. 31 covering the period 
1921-1929. 


The Federal Trade Commission under date of November 24, 1933, released 
its report in regard to chain-store discounts and allowances in the drug trade 
Washington, mimeographed pp. 7). 


The Tariff Commission has issued Report No. 68, covering a Report to the 
President on Cotton Velveteens and Velvets (pp. 38, 5c.); Report No. 69, 
Fishery Products (pp. 351, 25c.). 


Labor 


The federal Bureau of Labor Statistics has issued the following bulletins: 


No. 580, Wages and Hours of Labor in the Bakery Industry—Bread and 
Cake Departments: 1931 (May, 1938, pp. 104, 10c.). 

No. 581, Laws relating to Employment Agencies in the United States as of 
January 1, 19383 (May, 1983, pp. 164, 15c.). 

No, 584, Wages and Hours of Labor in Woolen and Worsted Goods Manu- 
facturing, 1932 (July, 1983, pp. 64, 10c.). 

No. 585, Labor Productivity in the Automobile Tire Industry, by Boris Stern 
(July, 1938, pp. 74, 10c.). An extended note on this will be found in the 
December, 1938, issue of the Review, p. 746. 

No. 586, Wages and Hours of Labor in the Lumber Industry in the United 
States: 1932 (pp. 67, 10c.). 

No. 587, Wages and Hours of Labor in Rayon and Other Synthetic Yarn 

_Manufacturing: 1932 (August, 1983, pp. 82, 5c.). 

No. 588, Wages and Hours of Labor in the Dyeing and Finishing of Tecztiles, 

1932 (July, 1983, pp. 72, 10c.). 

No. 589, Wages and Hours of Labor in the Leather Industry, 1982 (pp. 
102, 10c.). 

No. 590, Labor Legislation, 1931 and 1932 (pp. 186, 15c.). 
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No. 591, Wages and Hours of Labor in the Hosiery and Underwear Ind, 
tries, 1952 (pp. 98, 10c 


No. 592, Decisions Courts and Opinions Affecting Labor, 1931 and 1929 
(pp. 887, 25c.) 7 
No. 594, Wages and Hours of 


‘ Labor in the Men’s Clothing Industry: 1939 
(pp. 65, 10c.). 4 


The Women’s Burs f the federal Department of Labor has issued Bulle. 
tin No. 106, Hous ld Employment in Chicago, by B. E. Johnson (pp. 61 
10c.); No. 110, The Ch from Manual to Dial Operation in the Telephon: 
Industry, by E. L. Best (pp. 15, 5c.). 


Annual! reports are: 
Public Doce. No. 104 17 ual 


dustries of the Cor 


Report of the Department of Labor and In. 
f Massachusetts for the Year Ending No- 


vember 30, 1982 (Boston, pp. 193). 

Legis. Doc. No. 21, Annual Report of the Industrial Commissioner of the 
State of New Yor ir the Twelve Months Ended December 81, 1932 (A). 
bany, pp. 136). 

Report of the Department of 


Labour of the Dominion of Canada for the 
Fiscal Year Ending M 83 (Ottawa, pp. 75). 

The Division of St 
sioner of New York S 
ments, Additions and 
Also Workmen’s Ci n I 


ind Information under the Industrial Commis- 
ssued a compilation of Labor Law with Amend- 
ns to September 1, 19383 (Albany, pp. 194), 
aw and Industrial Board Rules with Amend- 
ments, Additions and tations to November 1, 19383 (Albany, pp. 195). 


Public Finance 


There have been I 
Nineteenth Annua 
bia, 1933, pp. 100 
Annual Report of ti Vew York State Tax Commission, 1982 (Albany, 
1933, pp. 386). 
Annual Report o 
Commonwealth of 
(Boston, 1933, pp. 28 
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Henry Walcott Farnam 


Rig death of Professor Henry Walcott Farnam of Yale, on September 5, 

193. removes from the ranks of economists a unique figure. 

“Alt hough he had independent means and, instead of taking his salary from 
the University, contributed generously to the University’s support, he was 
one of — most hard working of men. This was because he regarded not only 

wealth but his brains and his life as held in trust for the benefit of his 
ae men. Primarily Henry Farnam was a philanthropist. One could 
sareely mention any activity of his which was not fundamentally altruistic. 

It must have been largely his altruistic and conscientious spirit which 
ied him to choose economics as a profession. Certain it is that his thorough 
training in economies fitted him to be an inspiring teacher, a wise giver, and 
, supremely effective participant in the discussion of all great public ques- 
tions. 

| first knew him, over forty years ago, as a teacher in the theory and prac- 
tice of taxation—the most interesting teacher I ever had in that supposedly 
dry subject. A little later I heard him speak at a political rally in 1892 in 
‘avor of a lower tariff. I remember his saying, “People ask why we economists 
have gone over to the Democratic party. We have not. That party has come 
over tous!” In politics, as in every department of life, he was an independent. 
His only partisanship was based not on prejudice, tradition or class conscious- 
ness but on principle. He invariably stood for what seemed to him funda- 
mentally right as representing his reasoned conclusions reached by careful 
study. Like Huxley’s ideal scientist he had only one sort of fanaticism— 
fanaticism for the truth. He had a great and warm heart but he never al- 
lowed it to deceive his unusually clear head. 

He took a generous interest in the work of his students. I shall never 
forget his lively interest in my doctor’s thesis. Doubtless this had something 
to do with my choosing economics as a profession. In that youthful work I 
described an imaginary mechanical illustration of the laws of supply and 
demand. Out of his own pocket he paid for the construction of an expensive 
model of this machine with the purpose of sending it to the Chicago World's 
Fair in 1893. With the years we grew to be intimate friends. There are few 

se friendship has meant so much to me, both personally and from the 
practical point of view of effective codperation. 

He was born November 6, 1853. His father was president of the Rock 
Island Railroad and partner of Joseph E. Sheffield, founder of the Sheffield 
Scientifie School of Yale University. 

Professor Farnam studied in Germany, before entering Yale. At Yale 

took high rank in scholarship and in the social life of the College. After 
graduating in 1874, he studied Roman law and economics in the Yale Gradu- 
ate School, taking the M.A. degree in 1876. He then again went to Germany, 
studying at the Universities of Berlin, Strassburg and Goettingen. He took 

e R.P.D. degree magna cum laude at the University of Strassburg in 1878. 
Ret turning to Y ale, he was tutor in Latin (1879-1880) and professor of politi- 

cal economy (1880-1912), professor of economics (1912-1918) and professor 
emeritus since 1918. He was a member of the Yale Graduate School faculty 

1908-1918) and of the governing board of the Sheffield Scientific School 
1881-1903). He put through the movement to save and restore Connecticut 
Hall 1905). He received from Yale the degree of LL.D. (1923). 

He was President of the Connecticut State Conference of Charities and 


Corrections (1910-11). During the war he was chairman of the Community 
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Labor Board under the federal government (1918-19), chairman of the Ry. 


ecutive Committee of the Senior Service Corps (1917-19), member of the Pub- 


nomics. 


licity and Educational Committees of the State Council of Defense (1917) The A 
and of the Executive Committee of the New Haven War Bureau (1918) and As its pr 
of its Subcommittee on Woman’s Labor. He was active in the Leagne ty jabor lav 
Enforce Peace and worked earnestly in favor of the League of Nations: gus mate 
he was on the Prudential Committee of the New Haven Hospital (1882-87) themselv 
president (1920-27), and director (1904-1927); he was president of the United § 
Connecticut Training School for Nurses; member of the Board of Trus- The e 
tees of Hopkins Grammar School from 1900 and president from 1927 to his , membe 
death; he was trustee of the New Haven Orphan Asylum; director of the New nomic A 
Haven Community Chest (1924-25); member of the World Court Comnit- tion con 
tee of New Haven (1925); director of the New Haven Rotary Club; he one of | 
was a very active member of the Colby Club consisting of a number of study, b 
prominent men, mostly of New Haven. This club was partly social but its tion of 
meetings usually revolved around a discussion of current problems. He was able art 
a member of the American Economic Association, president (1910-1911); He w 
vice-president of the New Haven County Anti-Tuberculosis Association and partly ¢ 
of the Consumers League of Connecticut, a trustee of Calhoun Colored School subsidiz 
(Alabama) and a member of the Council of Yale-in-China. He was , graphs 
member of the Elizabethan Club, and Center Church (Congregational), New Whil 
Haven; member of the Advisory Council of Peabody Museum and of the the cen 
Connecticut Committee of Human Welfare Group; secretary of the Class of public : 
1874 (1904-1914), acting secretary (1930-31), and secretary since 1931; cial set 
also treasurer; he was Alumni Fund agent for the Class of 1874 since 1932; also the 
he had a farm and woodland (870 acres) at Stockbridge, Massachusetts. tion in 
Civil Service reform—in New Haven, in Connecticut and in the nation— He 1 
engaged his attention throughout his working life. For twenty-two years He ' 
he served as chairman of the State Commission of Sculpture. his wit 

He converted the New Englander and Yale Review into the Yale Review, his wil 
subsidized it, and devoted it largely to economics. He was for many years its 
chief editor; but withdrew it from this field when the American Economic 
Review, representing the whole American Economic Association, was estab- 
lished. 

Between 1903 and 1916, he worked as one of the collaborators of the de- Nat 
partment of economics and sociology of the Carnegie Institution of Washing- died s 
ton, and from 1910 to 1916 was chairman of that department. The depart- Mr. 
ment reorganized then as the “Board of Research Associates in American local | 
Economic History,’ and he was chairman-treasurer of that Board until his bachel 
death. In this work he edited seven volumes of Contributions to American held 1 
Economic History, the last volume having been published in 19388. At the time receiv 
of his death he was engaged in writing in this series, a volume on A History of spent 
Social Legislation in the United States. nomic 

He was the author of Economic Utilization of History and of numerous as tea 
economic articles and editorials in the Yale Review and in German publica- tion, | 
tions. He was author of Die Innere Franzésische Gewerbepolitik von Colbert Busir 
bis Turgot (1878), Die Amerikanischen Gewerkvereine (1879), Memoir of memt 
Henry Farnam, his father (1889) Deutsch-Amerikanische Beziehungen in der his sc 
Volkswirtschaftslehre, in Schmoller’s Festgabe (1908), chapters on “Govern an es 
ment Insurance and Workingmen’s Insurance in Germany” in Yale Readings of th 
in Insurance (1909), and The Economic Utilization of History (1918). Ass Hi 
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jversion, he wrote in 1981 an interesting little book on Shakespeare’s Eco- 
omics. 
The American Association for Labor Legislation was founded by him. 
\s its president between 1907 and 1910 he helped the enactment of various 
j:bor laws, including the national law suppressing the poisonous phosphor- 
»s match industry, the source of “phossy jaw.” Other countries had rid 
themselves of this terrible disease long before. Through him at last the 
United States did likewise. 

The economics of the alcoho] problem interested him deeply. In 1899, as 
, member of the famous Committee of Fifty, he edited the volume on Eco- 
nomic Aspects of the Liquor Problem. When twenty years later the prohibi- 


ew 
uit: ion controversy arose, this solid work of the Committee of Fifty provided 
he one of the chief foundations for arguments on both sides. After careful 


study, he himself took sides in favor of prohibition, because no better solu- 
tion of the liquor problem seemed to him available. He wrote many very 
able articles in support of law enforcement. 

He was also greatly interested in the tobacco problem, which was to him 
partly an economic and partly a hygienic problem, and helped organize and 
subsidize a committee for its study, which published several scientific mono- 
graphs on tobacco in its various aspects. 

While the economic aspects of the great problems of his time were at 
the center of his studies, his activities branched out in many directions of 
public service. He early became interested in “Lowell House’’—the first so- 
cial settlement in New Haven—and he gave the building in New Haven and 
also the vacation house at the shore. He also led a tenement house investiga- 
tion in New Haven. 

He married June 26, 1890, in New Haven, Elizabeth Upham Kingsley. 

He was buried in Grove Street Cemetery, New Haven. He is survived by 
his wife, two daughters, one son and three grandchildren. By the terms of 
his will his library was left to Yale University. 

IrvinG FisHer 


Nathan Austin Weston 


Nathan Austin Weston, professor of economics at the University of Illinois, 
died suddenly at his home on November 29, 1933. 

Mr. Weston was born in Champaign, Illinois, in 1868. He attended the 
local schools and in 1885 entered the University of Illinois, receiving his 
bachelor’s degree in 1889 and his master’s in 1898. From 1897 to 1899 he 
held fellowships at the Universities of Wisconsin and Cornell. In 1901 he 
received his doctor’s degree from the latter institution. During 1910-11 he 
spent a year at the University of Berlin. After a year as assistant in eco- 
nomics at Cornell he returned to his alma mater in 1900 where he served 
as teacher of economics, assistant director of courses in business administra- 
tion, and from 1915 to 1919 as acting dean of the College of Commerce and 
Business Organization. During practically all of his career he served as a 
member of numerous college and university committees, and on all of them 
his sound j udgment and intimate knowledge of academic conditions made him 
an especially valuable member. His last service of this kind was as chairman 
of the Senate Committee on Educational Policy for 1982-1933. 

His success as a teacher of graduate students was so conspicuous that 
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NOTES 


The Nominating Committee of the American Economic AssociaATION has 
been appointed as follows: Walter F. Willcox, 8 South Avenue, Ithaca, New 
York, chairman; J. S. Davis, Stanford University; Isador Lubin, Brookings 
institution; E. T. Miller, University of Texas; Selig Perlman, University 
+ Wisconsin; Ray B. Westerfield, Yale University. Members are invited 
». nd to the chairman of the committee the names of persons whom they 
“~r like to have considered for each of the elective offices: namely, presi- 
jent, first vice-president, second vice-president and two members of the 
Executive Committee. 


At the recent annual meeting, a change in the method of election was 
adopted which provides for a referendum mail vote as the method of electing 
ill elective officers of the Association. A Nominating Committee, appointed by 
the president, will present to the members two names for each elective office, 
and the members will be asked to express their choice by a referendum ballot. 
The positions of managing editor and secretary-treasurer have been made 
.ppointive by the Executive Committee. The Program Committee has been 
nade appointive by the president, with the advice and consent of the Execu- 
tive Committee. The Board of Editors has been made appointive by the man- 
wing editor, with the advice and consent of the Executive Committee. This 
new method of election will go into effect this year. Ballots will be submitted 
the first of November, and the return ballot must be in the hands of the secre- 
tary not later than December 15. 


The following names have been added to the membership of the American 
Economic Association since November 1: 


\fieck, B. F., 208 S. LaSalle St., Chicago, Il. 

Bavsinger, R. H., Box 89, Dewitt, N.Y. 

Behringer, E. N., Dept. of Social Science, North Texas Agricultural College, Arling- 
ton, Texas. 

Blaisdell, W. W., Temple University, Philadelphia, Pa, 

Bodfish, H. M., 200 E. Chestnut, Chicago, II. 

Boudin, L. B., 70 W. 40th St., New York City. 

Bowman, M. J., 988 Centre St., Newton Centre, Mass. 

iryan, M. H., 552 Cobb St., Athens, Ga. 

jurgess, E. W., University of Chicago, Chicago, 

Buxton, W., Peoples Trust and Savings Bank, Indianola, Iowa. 

ihn, R. D., 202 Vine Ave., Highland Park, Ill. 

Calder, P. R., 1 Federal St., Boston, Mass. 

‘askey, W. H., 35 E, Daniel St., Champaign, II. 

hadbourne, W. W., University of Maine, Orono, Maine. 

hawner, L. J., Lincoln Hall, Cornell University, Ithaca, N.Y. 

Coit, C. G., 400 W. 118th St., New York City. 

olfelt, N., Rollins College, Virginia. 

nant, H. J.. Vermont State Library, Montpelier, Vt. 

rowder, E. T., Jr., 11 Dominick St., New York City. 

Decker, O. P., American Nat. Bank and Trust Co., Michigan Ave. and Jackson Blvd., 
Chicago, Ill, 

De Ford, H. J., 1885 Birchwood Ave., Chicago, IIl. 

Dolezel, K., Brezinova 83, Brno 16, Czechoslovakia. 

Dor ovan, C. H., 215 Vance St., Chapel Hill, N.C. 

Dunn, S. O., 105 W. Adams St., Chicago, Ill, 

Dutt, S. C., 18, Annada Banerjee Lane, Elgin Rd. P.O., Calcutta, India. 

Dyche, W. A., 619 Clark St., Evanston, IIL. 

Edmondson, S. P., 431 Riverside Dr., New York City. 

Feiler, A., 8216 Oxford Ave., New York City. 

Fentress, C., 208 S. LaSalle St., Chicago, Ili. 

Fields, M. J., 45 Holyoke House, Cambridge, Mass. 


180 Notes 


[March 
Fowler, E. F., An Personal Finance Companies, 712 Tower Bldg., Was. 
ington, D.C. 
Galyer, R. F., P. O. 1 
Gignilliat, H. C., 719 2 
Gunselman, M, A., De 

Kansas. 
Hanchett, D. S., Fie 
Heimann, E. A., Ju 
Hicks, C. M., Unive 
Higgins, E. W., B 
Holdsworth, J. T., Ur 


ranni, New Zealand. 
, Evanston, IIL. 
id Economics, Kansas State College, Manhattan, 


ar 


usel 


l, Fieldston Rd., New York City. 
llege, Huntingdon, Pa. 
Nebraska, Lincoln, Neb. 
ve Works, Philadelphia, Pa. 
»f Miami, Coral Gables, Fla. 


oti 


Horne, G., Assum] e, Sandwich, Ontario, Canada. 
Humphrey, D. D., Wil Mass. 

Huston, J. W., 5435 K od Ave., Chicago, IIL. 

Irland, L. D., 121 D St., East Lansing, Mich. 

Jacoby, N. H., 6195 St., Springfield, Ill. 

Jekel, O. H., 117 W. W Ave., Kirkwood, Mo. 

Judson, C., 2256 Lir I West, Chicago, II]. 

Kaufman, A. C., 521 I , New York City. 

Keir, J. S., Dennison M Framingham, Mass. 

Kherian, G., Le Uni i, Indo-China. 

Lawres, I. A. J., N dit Office, 2 Park Ave., New York City. 
Maas, H., 5879 Nina I ¢ Louis, Mo. 

Marsh, L. C., Dept R rch, McGill University, Montreal, Canada. 
Mayer, R. W., 30 I , Bethlehem, Pa. 

Montgomery, A. B., Rd., Watertown, Mass. 

Moulton, E. S., 1351 St., N.W., Washington, D.C. 

Myers, R. J., 55382 K , Chicago, IIl. 

Neisser, H., 227 Ke rthmore, Pa. 

Nielsen, A., Clause , Denmark. 

Noetzel, G. A. J., T 803 State St., Madison, Wis. 
O’Connor, J. M., 3 w York City. 

Osborne, E. L., 5634 ’ Ave., Riverdale-on-Hudson, N.Y. 
Paschal, E., Eurek Eureka, Ill. 

Posner, S. I., Room : Bldg., Washington, D.C. 

Preston, S. W., Box Hill, N.C. 

Raver, P. J., 124 S Ave., Oak Park, Ill. 

Reed, L. S., Dept. of , University of Texas, Austin, Texas. 
Robinson, T. H., C itv, Hamilton, N.Y. 

Rogers, J. H., Dept , Office of Secretary, Washington, D.C. 
Ross, M. O., Earlh Richmond, Ind. 

Shields, J. L., Color ral College, Fort Collins, Colo. 
Shillinglaw, D. L., 12 St., Chicago, Ill. 

Shiskin, B Bb. 722 J W ashington, D.C. 

Simpson, F. R., Pi rsity of Minnesota, Minneapolis, Minn. 
Simpson, J. L., 46 V New York City. 

Slade, H. S., 15 W. & New York City. 

Smith, J. J., Univers ia, 1806 Park Pl., University, Va. 
Stinebower, L. D., B tion, 722 Jackson Pl., Washington, D.C 
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Vance, R. B., Univer h Carolina, Chapel Hill, N.C. 

Van Sant, E. R., 321' Ter., Baltimore, Md. 

Van Toor, J. E., Fart é rt, Ine., 9 E. 41st St., New York City. 
Ward, J. E., Jr., No t Apts., University, Va. 

Waters, R. H., 4704 ¢ Forrestdale, Philadelphia, Pa. 

Weimer, A., Alma Ci 1, Mich 

Wickens, D. L., 1620 I N.W., Washington, D.C. 


Willis, J. B., c/o Jewel I Cr 
Wood, L. A., Dept. of I 
Woodbury, G. C., 1126 I 
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Wright, W., State Bank and Trust Co., Evanston, IIL. 
Wonder, C. S 748 Oliver Bldg., Pittsburgh, Pa. 

Wythe, G., 401 23rd St., Washington, D.C. 

Yoder, D., State University of Iowa, Iowa City, Iowa. 
Idanis, F., 2726 Yale Station, New Haven, Conn. 
Jempel, A. Allegheny College, Meadville, Pa. 


In the latter part of December there was a meeting of a small group of 
those especially interested in the monetary policy of the government. This 
group presented the following conclusions: 


We disapprove those aspects of the monetary policy pursued by the govern- 
ment which are destroying public confidence in the value of the dollar, are 
distorting the normal movement of investment funds and discouraging sound 
investments, thereby retarding an orderly and enduring recovery. It is un- 
desirable to subject the money, the savings and the trade of the American 
eople to the uncertainties of arbitrary political policies. 

The present policy of monetary experimentation should be abandoned im- 
mediately. 

Efforts to depreciate the value of the United States dollar by manipula- 
tion should be stopped. A definite policy of returning to a gold standard 
should be adopted immediately. 

Announcement of the adoption of this policy would tend to dissipate the 
widespread fear of inflation and reduce the financial demoralization now re- 
tarding recovery. The necessary amount of money will flow into circulation 
with the increase in production activities. 

Criticism of the monetary policy of the government is not to be interpreted 
as an attack upon the general recovery program of the Administration. 


The first steps toward the organization of this Committee were taken in 
New York City, November 17, 1933. Subsequent meetings were held later 
on November 24 and December 15 to forward the plans of the organization. 
The Executive Committee is composed of the following: Arthur B. Adams, 
University of Oklahoma; James W. Angell, Columbia University; James W. 
sell, Northwestern University; Neil Carothers, Lehigh University; George 
W. Dowrie, Leland Stanford University; J. F. Ebersole, Harvard Univer- 
sity; Edwin W. Kemmerer, Princeton University, honorary chairman; David 
Kinley, University of Illinois; Wesley C. Mitchell, Columbia University; 
John T, Holdsworth, University of Miami; Ernest M. Patterson, University 
of Pennsylvania; Harold Reed, Cornell University; William A. Scott, Uni- 
versity of Wisconsin; Walter E. Spahr, New York University, secretry-treas- 
urer;O. M. W. Sprague, Harvard University; Ray B. Westerfield, Yale Uni- 
versity, president; H. Parker Willis, Columbia University; John P. Young, 
Occidental College. 

This body of economists wishes to make clear to the public that the or- 
ganization is operating independently of all other groups, that it intends to 
do all in its power to inform the public on the current monetary issues, to go 
on record against monetary policies which it considers unwise in the light 
of monetary principles and history, and to offer constructive suggestions to 
the Administration whenever the government will entertain them. It will 
gladly accept financial support from those who wish to contribute to its work, 
provided the funds are given without reservations and are placed at the dis- 
posal of the Executive Committee to be used as it sees fit. The Executive 
Committee expects to publish in the near future a national roster of speakers 
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which will be pla disposal of the public, and to publish from time 


to time information v t believes the public and the government shoy|j 
have. 

The twelfth annua nference of the Pacific Coast Economic Association 
held December 27 4 


at Seattle, was devoted chiefly to discussion of 
the two recovery acts, the emergency banking laws and executive orders, the 
securities act, and t! ts of the Administration’s monetary policy on trade 
with the Far East. The papers will shortly be published under the editorship 
of Professor John B. Canning of Stanford University. The following officer; 
were elected for 1934: president, Reid L. McClung, University of Southern 
California; vice-p John Parke Young, Occidental College; secretary. 
treasurer, James K. Hall, University of Washington; editor, John B. Can. 
ning, Stanford University; executive committee, Stuart Daggett, University 
of California; R. C. I , University of Montana; W. L. Wanlass, Utah 
Agricultural College; E. F. Dummeier, Washington State College, in addition 
to the above officer ‘ incorporation in the State of California were 
adopted and the fo stees elected: Clement Akerman, Reed College. 
John B. Canning, S | University; A. C. Schmitt, San Quentin, Cali- 
fornia. The 1934 h) economic conference will be held at Occidental 
College, December 1934. 


The National Re 
a National Policy 
volume of its repo 
tariff and commercia 
lending, and the int¢ 
beginning in May 
memoranda will be 
having research staffs 


ncil has organized a Commission of Inquiry on 
Relations, which hopes to present the first 
ber. The major problems to be taken up are the 
foreign investments and the future of foreign 
monetary system. A series of public hearings 
held in different parts of the country. Written 
| from large industrial and commercial houses 
ters and exporters will be interviewed. A second 
volume containing a considerable amount of the fundamental data will appear 
later. The members ommission of Inquiry are: President R. M. 
Hutchins of the Uni hicago; William T. Gardiner, former governor 
of Maine; Carl L. A tor of the Stanford Food Research Institute; 
Isaiah Bowman, chai1 ‘f the National Research Council, Guy S. Ford, 
University of Minnes Beardsley Ruml, University of Chicago; Alfred H. 
Stone of the Staple ‘ Coéperative Association, and Alvin H. Hansen, 
University of Minne: etary. The headquarters of the Commission are 
located at Room rk Avenue, New York City. 


oro 


A consolidated index four volumes of Social Science Abstracts, 1929- 
editorial staff, which has now discontinued 
t index, author’s index and a list of periodi- 


ences. Reprints of the list may be procured 


1982, has been prepars 

. ry. . 
operations. This includes a subj 
cals and serials in tl 


from the Banta Publishing Company, Menasha, Wisconsin (20c.). 

A new international quarterly on political and social science, Social Re- 
search, is announced by the graduate faculty of political and social science 
organized under the N School for Social Research (66 West Twelfth 
Street, New York City The first number, February, 1984, contains the 
following articles: “‘S Control vs. Economic Law,” by Emil Lederer; 


“Sociological Preconceptions of Economic Theory,” by Eduard Heimann; 
“Toward a Panic-Proof Industrial Structure,” by Karl Brandt; “The Pres- 
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«re for Monetary Depreciation,” by Arthur Feiler; “Why the Papen Plan 
‘or Economic Recovery Failed,” by Gerhard Colm; “New Aspects of Un- 
employment in Germany,” by Frieda Wunderlich; “The Salaried Employee 
. Modern Society,” by Hans Speier. This first issue is devoted entirely to 
\,ading articles, and is the product of the faculty of the New School. Later 
cues will include notes and critical reviews of books. (Subscription $2.00 a 


year. } 
The first number of the Journal of the Osaka University of Commerce ap- 


peared in September, 1933 (Maruzen Company, Tokyo and Osaka, price per 
number yen 1.50). This journal is to be published once a year. 


The Macmillan Company announces that there will shortly appear The 
Cambridge Economie History, a companion set to The Cambridge Medieval 
History and The Cambridge Modern History. It will be under the general 
editorship of A. H. Clapham and Dr. Eileen Power. 


During the past year the Industrial Research Group (Box 24 Schermer- 
torn, Columbia University) has published a series of research bulletins on the 
following subjects: The American Working Class; Social Consequences of 
the Depression; New Fields for Social Research; The Socialization of In- 
dustries; Labor under the N.R.A. These bulletins are available for distribu- 
tion without charge. 


Students of monetary policy will be interested in the monthly issues of 
Farm Economics, published by the Department of Agricultural Economics 
ind Farm Management. These bulletins contain statistical compilations of 
business conditions and prices with index numbers (New York State College 
of Agriculture, Ithaca, New York). 


President R. B. von KleinSmid of the University of Southern California 
announces the organization and establishment of a Bureau of Business Re- 
search in connection with the College of Commerce and Business Administra- 
tion. Beginning with the current year this new research bureau will publish a 
monthly report on business and financial conditions based on researches in 
business practice. Dr. John G. Schaffer, professor of banking and finance, 
ind Dr. IT. H. Ross, professor of industrial management, will have joint re- 
sponsibility for the work of this new department under the general direction 
f Dr. Reid L. McClung, dean of the College of Commerce. 


The second Conference on Business Education will be held at the Uni- 
versity of Chicago, June 27-28, 19384, under the auspices of the School of 
business. The subject will be “Business Education and the Consumer.” 


Brooxines Instrrution: Dr, Karl Pribram, of the University of Frank- 
furt, has been appointed a member of the staff of the Institute of Economics 
for a period of two years, beginning January 1, 1934. Dr. Pribram will 
collaborate on the study which the Institute is making of the N.R.A. experi- 
ment. Temporary appointments have also been accepted by R. T. Beall, 
Gustav Seidler, Rufus Tucker, and Arthur Wubnig. 

Members of the Institute of Economics staff who are codperating in gov- 
‘rmment projects are: Dr, Lewis L. Lorwin, who has accepted a temporary 
part-time position with the National Planning Board ; and Charles L. Dearing 
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who has been loaned to the N.R.A. Cyril B. Upham, for a short time con. 
nected with the staff, has accepted a position with the Treasury, 

Institute of Economics research projects recently brought to completion 
are: Current Monetary Issues, by Leo Pasvolsky; The Economics of Free 
Deals, by Leverett S. Lyon; The British Attack on Unemployment, we 
A. C. C. Hill and Isador Lubin; and Economies of Air Mail Transportation 
by Paul T. David. ; 

Mr. Felix Morley has resigned from the staff of the Brookings Institutio, 
to accept the editorship of the Washington Post. 


Appointments and Resignations 


E. W. Burgess of the University of Chicago has been Economic Advise 
to the Director of Processing of Marketing in the A.A.A, With the transfer 
of most of the A.A.A. codes to N.R.A. he has gone over to the N.R.A. as 
Senior Assistant Deputy Administrator. 


Edward H. Chamberlin, assistant professor of economics at Harvard Uni- 
versity, has been granted leave of absence for the second semester to work 
with the Committee on Government Statistics and Information Service jn 
Washington. 

John D. Clark, professor of economics at the University of Denver, now 
on leave of absence, has been appointed to a post in the United States Treas- 
ury. 


D. B. Copland, of Melbourne University, was a guest of the department 
of economics at Harvard University during January. 


Anton J. de Haas of the Harvard Graduate School of Business Admin- 
istration will be a visiting professor in commerce and economics at the next 
summer session of the University of Southern California. 

Calvin B. Hoover, professor of economics at Duke University, will give 
about half of his time during the spring semester to working in Washington 
as economic consultant to the Secretary of Agriculture. He will continue his 
courses offered in the Graduate School of Duke University. 

R. S. Howey has been promoted from instructor to assistant professor of 
economics at the University of Kansas. 


Harold D. Koontz of the Yale Graduate School has taken charge of the 
classes formerly taught by Dr. John P. Troxell at Duke University. 


Edwin Ashley Lamke of the Brookings Institution has been appointed to 
the faculty of the Graduate School of the American University for the second 
semester, 1933-34. He will give a course on selected banking problems. 

J. L. Leonard, chairman of the department of economics at the University 


of Southern California, has been appointed chairman of the Los Angeles 
Regional Labor Board under the National Labor Board. 


Thomas J. Mills, graduate assistant in the department of economics at the 
University of Pittsburgh, will spend the remainder of the year as an 1D 
vestigator for the Special Tax Commission of Cennecticut, 
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E. B, Mittelman of the School of Business Administration of the University 
of Oregon has been appointed public representative of a legislative commit- 
tee of three to study unemploy ment insurance and report to the 1935 session 
of the legislature. 


w. A. Murphy of Southwestern College, Winfield, is an instructor in 
economics at Kansas State College. 


Gustav Peck is in charge of the N.R.A. code analysis for labor. 


Carl Raushenbush has been granted a leave of absence from Washington 
Square College, New York University, and has accepted a position as econo- 
nist on the Labor Advisory Board. 


Carl B. Robbins has resigned as associate professor of economics at Stan- 
ford University and is now with the California and Hawaiian Sugar Refining 
Corporation, Ltd. 


David Rozman of the department of agricultural economics at Massachu- 
setts State College is giving a series of lectures on part-time farming under 
the auspices of the Institute of Rural Economics, Rutgers University. 


G. T. Starnes of the University of Virginia will be a visiting professor in 
commerce and economics at the summer session of the University of Southern 
California. 


Roy L. Thompson, head of the department of economics at Louisiana State 
University, has been granted a leave of absence for the current year to serve 
as special adviser to the Production Credit Corporation at New Orleans. 


John P. Troxell recently resigned as associate professor of economics and 
business administration at Duke University to accept an appointment as ad- 
ministrator of labor relations with the Shoe Manufacturers’ Board of Trade 
of New York. 


Leslie T. Tupy, associate professor of accounting at the University of 
Kansas, has been granted a year’s leave of absence to serve as the State 
Blue Sky Commissioner. 


Vance Wadhams has been appointed assistant instructor in accounting at 
the University of Kansas. 


George W. Westcott of Iowa State College has been appointed extension 
professor of agricultural economics at Massachusetts State College. 
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